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Abstract

This study aims to identify the influence of transformational leadership style and compensation on
employee performance mediated by job satisfaction at PT. TOR GANDA. The number of samples in
this study were 92 respondents who were determined using simple random sampling. The type of
data used is associative research. Research connects causation or causation. which analyzes the
independent variables, mediating variables and dependent variables that are affected. Data
analysis used a simple linear regression equation with the SPSS 2023 tool. The results showed that
Transformational Leadership had an effect on Job Satisfaction at PT. TOR GANDA, Compensation
affects Job Satisfaction at PT. TOR GANDA, Transformational Leadership influences Employee
Performance at PT. TOR GANDA, Compensation affects Employee Performance at PT. TOR
GANDA, Job Satisfaction affects Employee Performance at PT. TOR GANDA, Transformational
Leadership influences Employee Performance through Job Satisfaction at PT. TOR GANDA and
Compensation affect Employee Performance through Job Satisfaction at PT. TOR GANDA.

Keywords : Transformational Leadership Style, Compensation, Employee Performance, Job
Satisfaction

1. INTRODUCTION

Performance is a concrete channel displayed by everyone in the resulting work performance.
All performance or work results shown by good employees can be classified as performance.
Performance comes from the root word "work™ which translates the word performance which
means work. Performance according to Mangkunegara (2019). is the result of work in quality and
quantity achieved by an employee in carrying out his duties in accordance with the responsibilities
given to him. Hasibuan (2019) suggests performance is a work result achieved by a person in
carrying out the tasks assigned to him based on skills, experience and sincerity and time.
Leadership is one of the factors in improving employee performance, because basically leaders are
the backbone of organizational development to encourage and influence good morale for
employees. Transformational leadership or transformational leadership is a leadership style that
identifies the changes needed, develops a vision that will pave the way for changes to be made and
implements the necessary plans for these changes to occur (Danim, 2017).

In addition to the leadership factor, compensation has a close relationship with employee
performance. Compensation is anything that is received by employees as remuneration for their
work that is balanced with the expectations of employees to meet the need for satisfaction with the
achievements that have been achieved and aligned with the strategic objectives of the company's
business ( Dewi et al, 2022). Compensation in the form of salary, incentives, bonuses, benefits,
work and work environment is an important factor to influence the improvement of an employee's
performance. Job satisfaction is an attitude of employees or employees towards work related to
work situations, cooperation between employees, rewards received at work, and other matters
related to physical and psychological factors (Hamali, 2017). Leadership and job satisfaction are
aspects that are interrelated with one another and play an important role in determining the
performance of an employee. With high leadership it will encourage employees to work in a
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disciplined manner which will ultimately lead to job satisfaction (Paendong et al, 2020). In

addition, the compensation provided by the company can retain employees who are considered
potential and qualified to continue working. In addition, compensation can also increase employee
job satisfaction so that they are more active at work (Winata, 2019).

PT. TOR GANDA is a national private company founded in 1979 and is engaged in the
plantation business and the oil palm plantation industry. PT. TOR GANDA is headquartered in
Medan, with operational areas spread across Indonesia. Since its establishment, PT. TOR GANDAs
have established sustainable relationships with relevant stakeholders, both locally, nationally and
globally. The main business activities of PT. The TOR GANDA includes cultivating oil palm
plants, harvesting fresh fruit bunches (FFB) and processing them into crude palm oil (CPO).

Performance indicators related to human resources on targets and realization in 2021 at PT
TOR GANDA, can be seen as follows:

Table 1. Key Performance Indicators PT TOR GANDA 2021

No Key Performance Unit Target Mark Mark Realization
Indicators(KPIs) 2021 Optimistic | Pessimistic 2021

1 | Evaluation Meeting times/year 10 8 3 7

2 | External Audit times/year 6 8 1 4

3 Management report times/year 10 12 6 12
monthly

4 | Management Review times/year 12 24 6 11

5 !deas/suggestlons from Per year 30 35 15 32
investors

6 satisfaction level % 99 100 80 97
employee

7 Ad.m_lnlstratlon times/year 20 15 8 15
training

8 | employee competency Level 6 8 5 6
Promotion and

9 class Person 12 20 55 10

10 | allocation Million 9 10 5,5 87
training budget
System .

11 CarreerPlanning times/year 2 3 1 2

12 | Discipline level % 98 100 80 95

13 Productivity level % 97 100 77 95
employee

14 _System |_mplementat|on % 100 90 70 80
information (1T)

Source: KPI PT TOR GANDA, 2023

In the PT TOR GANDA Key Performance Indicator report, which relates to human
resources. The planned 2021 target is not equal to or exceeds the actual achievements in 2021.
Successful achievements are in accordance with the KPI realization, namely monthly management
reports, ideas/suggestions from investors (leaders), employee competencies and career planning
systems. In addition to KPIs, researchers also conducted interviews with employees on leadership
variables at PT TOR GANDA with indicators of respect from employees and understanding the
needs of subordinates with employees in the field.
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Table 2. Pre-Survey of the Effect of Leadership on Employee Performance
at PT TOR GANDA

Agree Don't agree Amount
f % f % f %

Description

Is the leadership at PT TOR GANDA

able to inspire  respect from | 23 76.67% 7 23.33% 30 100%
subordinates?

Does the leadership at PT TOR GANDA

pay attention to the needs of their | 21 70.00% 9 30.00% 30 100%

subordinates?
Source: Processed Data, 2023

In the results of the first pre-survey, namely "Is the leadership at PT TOR GANDA able to
arouse respect from subordinates?”, 23 people agreed (76.67%), 7 people said they did not agree
(23.33%). The majority of respondents stated that they agreed that the leadership at PT TOR
GANDA was able to inspire respect from subordinates. However, it should be noted that this
survey was only conducted with a small number of respondents, and there are still respondents who
disagree with these two question items so that the results cannot be generalized to all employees at
PT TOR GANDA, and further research is needed. Leadership style has an influence on employee
performance. If the leadership style for employees is further enhanced, then employee performance
will also increase, and vice versa if the leadership given to employees is low, employee
performance will decrease. One of the leadership styles is transformational leadership. To find out
more about the problem gaps related to the two question items regarding compensation and pre-
survey with a sample of 30 respondents. Pre-survey results can be seen in the following table:

Table 3. Pre-Survey of the Effect of Compensation on Employee Performance
at PT TOR GANDA

Agree Don't agree Amount
f % f % f %

Description

Does the company pay salaries
according to the UMR set by the | 27 90.00% 3 10.00% | 30 100%
government?

Do the facilities provided by PT TOR
GANDA make it easier for employees | 14 46.67% 16 53.33% | 30 100%
to work optimally?

Source: Processed Data, 2023

On the question "Does the company pay salaries in accordance with the UMR set by the
government?", 27 people agreed (90.00%), 3 people (10.00%) said they did not agree. The majority
of respondents agreed that the company pays salaries in accordance with the UMR set by the
government. This shows that most of the respondents believe that the company pays its employees
fairly. In the next compensation question "Do the facilities provided by PT TOR DANDA make it
easier for employees to work optimally?", 14 people agreed (46.67%), 16 people (53.33%) said
they disagreed. More respondents answered disagree, that the facilities provided by PT TOR
GANDA make it easier for employees to work optimally. This shows that a number of respondents
felt that the facilities provided by the company were inadequate to support their performance. The
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results of the two pre-surveys are important for further analysis, because these results do not

represent all the employees studied at PT TOR GANDA.

The results of the pre-survey show that it is still necessary to analyze the employee's
performance on the work carried out. A decrease in employee performance can have a negative
impact on the organization, because poor performance can interfere with productivity and
efficiency, and can affect the company's reputation.

2. IMPLEMENTATION METHOD
Types of research

This type of research is associative research. Associative research is research that analyzes
the relationship between two or more variables Sugiyono (2019). Research connects causation or
causation. which analyzes the independent variables, mediating variables and dependent variables
that are affected.

A causal relationship arising from the independent variables, namely (X1) Transformational
Leadership, (X2) Compensation, mediating variable (Z) Job Satisfaction, and the dependent
variable (Y) Employee Performance at PT. TOR GANDA.

Location and Time of Research

This research was conducted at PT. TOR GANDA Kandir JI. Abdullah Lubis No. 26 Kel.
Babura, Kec. Medan Baru, Medan City. This research was conducted for 3 (three) months, from
January 2023 to March 2023.

Population and Research Sample

The population in this study were all employees of PT. TOR GANDA Kandir, totaling 118
people. The sample is part of the population that is considered representative of that population,
(Sinulingga, 2019). The sampling technique used in this research is probability sampling. Sampling
by simple random sampling, taking samples from members of the population in a random way
without regard to strata or levels in the members of the population in this study. Rounding off the
calculation of the slovin formula in this study amounted to 92 samples.

Data collection technique

Data collection techniques in research carried out by means of:

a. Interview.
Interviews are data collection techniques that are carried out through face-to-face and direct
question and answer between researchers and informants, namely employees at PT. TOR
GANDA

b. Questionnaire
Questionnaires or questionnaires are data collection using a list of questions/questions that
have been prepared in advance and given to PT employee respondents. TOR GANDA

¢. Documentation Study.
Collect and study data or information needed through documents at the company.
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3. RESULTS AND DISCUSSION
Validity and Reliability Test
a. Validity test

The validity test was carried out to ensure that the measuring instruments used in the study
could measure the variables studied accurately and appropriately. In this study, the validity test was
carried out at PT. TOR GANDA involving 30 respondents. Validity means that the data obtained
through a questionnaire can answer the research objectives. To assess the validity, the number of n
(samples/respondents) is used in the degrees of freedom r-table (df = nk), where k is the number of
items in the instrument. Referring to the validity output and it is known that the number of samples
or n is 30, with a significance of 5% (0.005) in the distribution of r product moment tables, an r
table of 0.361 is found which can be seen in the table image of the r product moment values. In the
context of person validity testing, the reference used reads r tables, the value of n does not need to
be reduced by 2.

Table 4. Table of Value of r Product Moment

N Taraf Signif
5% 10% 5% 10% 5% 10%

3 10,997 0,999 27 | 0,381 | 0,487 55 10,266 0,345

4

5

Taraf Signif Taraf Signif

0,950 | 0,990 28 10,374 0,478 60 | 0,254 0,330
0,878 | 0,959 29 10,367 |0.470 65 0,244 0,317

6 0811 10917 30 10,361 |0,463 70 10,235 0,306
7 10,754 | 0.874 31 10,355 | 0,456 75 10,227 0,296
8
9

0,707 10,834 32 10349 0,449 80 10,220 0,286
0,666 | 0,798 33 10344 0,442 85 10213 0,278
10 0,632 0,765 34 10,339 |0436 90 |0,207 0,270

11 | 0,602 |0,735 35 0334 | 0,430 95 10,202 0,263
12 10,576 | 0,708 3610329 0,424 100 10,195 0,256
13 10,553 | 0,684 37 10325 0418 125 10,176 0,230
14 0,532 0,661 38 10,320 (0413 150 10,159 0,210
15 0514 | 0,641 39 (0316 | 0,408 175 10,148 0,194

16 | 0497 |0.623 40 10,312 |0,403 200 | 0,138 0,181
17 10482 | 0,606 41 0,308 0,398 | 300 0,113 0,148
18 | 0468 |0,590 42 10,304 0,393 400 | 0,098 0,128
19 10456 | 0,575 43 10,301 [0,389 | 500 |0,088 0,115
20 10444 0,561 44 10,297 10,384 | 600 | 0,080 0,105

21 0433 0,549 45 10,294 0,380 700 10,074 0,097
22 10423 10,537 46 0,291 |0,376 800 ] 0,070 0,091
23 | 0413 | 0,526 47 | 0,288 10,372 | 900 | 0,065 0,086
24 10404 | 0,515 48 0,284 | 0,368 | 1000 | 0,062 0,081
25 1039 | 0,505 49 | 0,281 | 0,364
26 | 0388 | 0.496 50 10,279 0,361

Source: Processed Data, 2023

In the distribution of product moment r tables, it is found that r tables of 0.361 validity are
carried out on the Transformational Leadership variable (X1) which can be seen in the correlation
column, it is known that all r count values are greater than r tables and the significance level is less
than 0.005 (5% ) which means that all indicators in the questionnaire are declared valid. For more
details, it can be seen in table 5 as follows:
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Table 5. Transformational Leadership Validity Test Results (X1)

Q:Jt?jg:n r Count | r Table Slgnlsf(:/((:)ance tSallﬂe(g) Information
X.1.1 0.914 0.361 0.05 0.00 Valid
X.1.2 0.818 0.361 0.05 0.00 Valid
X.1.3 0.877 0.361 0.05 0.00 Valid
X.1.4 0.861 0.361 0.05 0.00 Valid
X.1.5 0.889 0.361 0.05 0.00 Valid
X.1.6 0.849 0.361 0.05 0.00 Valid
X.1.7 0.885 0.361 0.05 0.00 Valid
X.1.8 0.810 0.361 0.05 0.00 Valid
X.1.9 0.875 0.361 0.05 0.00 Valid
X.1.10 0.769 0.361 0.05 0.00 Valid

Source: Processed Data, 2023

In the distribution of product moment r tables, it is found that r tables of 0.361 validity are
carried out on the Compensation variable (X2) which can be seen in the correlation column, it is
known that all r count values are greater than r tables and the significance level is less than 0.005
(5%) which means that all indicators on the questionnaire are declared valid. For more details, it
can be seen in table 6 as follows:

Table 6. Compensation Validity Test Results (X2)

Q:Jtis;':]l;)n r Count r Table Slgnéf(:/c(:)ance ,[S;ﬂég) Information
X.2.1 0.692 0.361 0.05 0.00 Valid
X.2.2 0.692 0.361 0.05 0.00 Valid
X.2.3 0.816 0.361 0.05 0.00 Valid
X.2.4 0.792 0.361 0.05 0.00 Valid
X.2.5 0.525 0.361 0.05 0.00 Valid
X.2.6 0.534 0.361 0.05 0.00 Valid

Source: Processed Data, 2023

In the distribution of product moment r tables, it is found that r tables of 0.361 validity are
carried out on the Job Satisfaction variable (Z) which can be seen in the correlation column, it is
known that all r count values are greater than r tables and the significance level is less than 0.005
(5% ) which means that all indicators in the questionnaire are declared valid. For more details, it
can be seen in table 7 as follows:

Table 7. Job Satisfaction Validity Test Results (2)

Q:ﬁ?ﬂgn r Count r Table Slgnlsf(:/tf)ance tsellﬂe(czi) Information
Z1 0.856 0.361 0.05 0.00 Valid
Z2 0.923 0.361 0.05 0.00 Valid
Z3 0.830 0.361 0.05 0.00 Valid
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Q:Jteesr';]l;)n r Count | rTable Slgnéf(:/((:)ance f;ﬂe(g) Information
Z4 0.866 0.361 0.05 0.00 Valid
Z5 0.897 0.361 0.05 0.00 Valid
Z6 0.872 0.361 0.05 0.00 Valid
zZ7 0.872 0.361 0.05 0.00 Valid
Z8 0.860 0.361 0.05 0.00 Valid
Z9 0.517 0.361 0.05 0.00 Valid
Z10 0.567 0.361 0.05 0.00 Valid

Source: Processed Data, 2023

In the distribution of product moment r tables, it is found that r tables of 0.361 validity are
carried out on the Employee Performance variable (Y) which can be seen in the correlation column,
it is known that all r count values are greater than r tables and the significance level is less than
0.005 (5% ) which means that all indicators in the questionnaire are declared valid. For more
details, it can be seen in table 8 as follows:

Table 8. Employee Performance Validity Test Results (Y)

Q:Jtzsr';l;)n r Count | r Table Slgnlsfol/((:’ance '?alugle(g) Information
Y1 0.964 0.361 0.05 0.00 Valid
Z2 0.972 0.361 0.05 0.00 Valid
Z3 0.966 0.361 0.05 0.00 Valid
Z4 0.941 0.361 0.05 0.00 Valid
Z5 0.922 0.361 0.05 0.00 Valid
Z6 0.876 0.361 0.05 0.00 Valid
Z7 0.923 0.361 0.05 0.00 Valid
Z8 0.886 0.361 0.05 0.00 Valid

Source: Processed Data, 2023

b. Reliability Test

According to Ghozali (2017), a variable is said to be reliable or reliable if its Cronbach
Alpha is greater than 0.60. A higher Cronbach Alpha value indicates a higher level of reliability,
which means that the questions in the instrument have good consistency and can be relied upon.
Reliability test data on the instruments tested can be seen in table 9 below:

Table 9. Research Variable Reliability Test
Item-Total Statistics

Scale Mean if | scale Variance Corrected Item-| Squared Cronbach's
Item Deleted | if Item Deleted Total Multiple Alphaif Item

Correlation |Correlation Deleted
;enadirlsh'p—ﬂansmrmat 89.73 309,857 500 853 699
Coﬁpensation_xz 104.90 410,645 q72 .887 .632
Satisfaction_Work_Z 90.17 322,420 .559 .660 .656
ngormance—Emp'oyee 97.80 369,131 449 409 719

S_ource: Data Processed by SPSS, 2023

International Journal of Social Science, Educational, Economics, Agriculture Research, and Technology (IJSET)

E-ISSN: 2827-766X | WWW.IJSET.ORG




Volumes 2 No.7 (2023)

THE INFLUENCE OF TRANSFORMATIONAL LEADERSHIP STYLE AND COMPENSATION ON
EMPLOYEE PERFORMANCE DIMEDIATION OF WORK SATISFACTION AT PT. TOR GANDA

Venna Natala Lingga, Prihatin Lumbanraja, Meilita Tryana Sembiring
In the table, the Cronbach Alpha value for Transformational Leadership (X1) is 0.699,

Compensation (X2) is 0.632, Job Satisfaction is 0.656, and Employee Performance is 0.719.
Cronbach's Alpha value greater than 0.6 means the data is reliable. It can be concluded that all
statement instruments from variables are reliable so that the data can be used in further analysis.

Structural Equation Modeling (SEM) Analysis

Data analysis in this study used Structural Equation Modeling (SEM), using Smart Partial
Least Squares (PLS). PLS is a component- or variant-based structural equation model (SEM).
Structural Equation Model (SEM) is a field of statistical study that can test a series of relationships
that are relatively difficult to measure simultaneously. SEM analysis with PLS was carried out in
three stages: 1). Outer model analysis 2) Inner model analysis 3) Hypothesis testing. PLS model
evaluation is done by evaluating the outer model and inner model. The outer model is a
measurement model for predicting the relationship between estimated indicators or parameters and
latent variables, while the inner model is a structural model for predicting causality relationships
between latent variables. The following is a path diagram in this study:

X1 X110 X12 X133 X4 X1.5 X1.6 X7 X8 X9

SN

'\ Kepemitnpin

X211

%212 an -

[ Transformhasi V3
x2.2 \ anal (X])

V4

x23 &
x2.4 7
*23 %ompansasl

¥ )

Kepyasan
Kenp (2)

1 2 3 Z4 Z5 26 z7 Z8

Source. Processed research, 2023
Figure 1. Research Path Diagram

Kinerja
Karyawan (

The path diagram is an illustration of the research conceptual framework. The path diagram
shows the constructs of exogenous or endogenous variables with the manifest variables of each of
these latent variables. Before the data will be analyzed, the variables in the study will be described
by a structural model. Structural models are models regarding the structure of relationships that
form or explain causality between factors by looking at their probability values and their t-
statistics.

a. Measurement Model (Outer Model)

The outer model measurement model is implemented in testing the construct validity and
instrument reliability. Validity test to determine the ability of research instruments to measure what
should be measured. The reliability test is used to measure the consistency of a measuring
instrument in measuring a concept or it can also be used to measure the consistency of respondents
in answering question items in a questionnaire or research instrument.
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Table 10. Validity Test Value and Construct Reliability Test

Validity test

Converaent Average Variance Extracted
validit 9 Value The AVE value should be > 0.5

y (AVE)
Discriminant AVE R.OOtS and Variable The AVE root value should be > Correlation

P Correlation .
Validity of latent variables
Latent
Reliability Test

Reliability Load value In explanatory research, > 0.4
Indicator external factor acceptable, preferably > 0.7.
Internal Composite Reliability value > 0.7 though
Consistency Reliability Value mark 0.6 Still can
Realibility accepted.

b. Structural Model (Inner Model)

The inner model analysis aims to assess the significance of the path coefficients or t-values
for each path between variables. The inner model is a structural model that is used to predict causal
relationships (causation relationships) between latent variables or variables that cannot be
measured directly. The value of the path coefficient or inner model indicates the magnitude of the
influence of the exogenous latent variable on the endogenous latent variable. The value of the
standardized path coefficient is shown by the latent variable relationship arrow. If the value of the
standardized path coefficient > 0.1, the influence of exogenous variables on endogenous variables
is significant (the greater the value, the greater the effect). The path coefficient score is indicated by
the T-statistic value, where the value must be above 1.96 for the two-tailed hypothesis and above
1.64 for the one-tailed hypothesis for hypothesis testing at o = 5% in the study This.

Hypothesis test
Hypothesis testing is based on the path coefficient and the total effect of the research
variables. Testing the significance of these effects is done by the bootstrapping method. If this
value is statistically significant, then the research hypothesis is accepted:
a. Testing the main effect (independent effect on the dependent) >> must be significant.
b. Testing the effect of the independent variable on the mediating variable >> must be
significant.
¢. Calculate the Variance Accounted For (VAF) value. The VAF value is calculated by the
equation:
Testing the mediation effect is carried out using a bootstrap approach with the following
stages:
a. Ifthe VAF value is > 80%, the mediating variable is full mediation.
b. If 20% < VAF < 80% then the mediating variable is partial mediation.
c. If VAF <20%, the mediating variable is not a mediator.

Coefficient of Determination (R2)

The coefficient of determination analyzes the ability of the independent variable model to
explain the variance of the dependent variable data. The criteria used in assessing the coefficient of
determination are 0.75; 0.5; 0.25, each of which represents a model assessment that can explain
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well, moderate, and weak. Adjusted R2 can be used when examining exogenous variables that have

different measurements or have an unequal number of observations.

4. CONCLUSION

Based on the results of the research and discussion that have been stated previously, the
conclusions of this study are as follows:

1. Transformational Leadership influences Job Satisfaction at PT. TOR GANDA.

Compensation affects Job Satisfaction at PT. TOR GANDA.
Transformational Leadership influences Employee Performance at PT. TOR GANDA.
Compensation affects Employee Performance at PT. TOR GANDA.
Job Satisfaction affects Employee Performance at PT. TOR GANDA.
Transformational Leadership influences Employee Performance through Job Satisfaction at
PT. TOR GANDA.
7. Compensation affects Employee Performance through Job Satisfaction at PT. TOR GANDA.

o gk wN
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