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Abstract

This study examined the effects of work environment, motivation, and work discipline on employee
performance and tested compensation as a moderating variable at the Pauh District Office, Padang City. The
population comprised 58 employees, all of whom were included through total sampling. Data from a five-point
Likert questionnaire were analyzed using hierarchical moderated regression analysis. Work environment,
motivation, work discipline, and compensation had positive and significant direct effects on employee
performance. Model 1 explained 48.8% of performance variance, increasing to 65.1% after compensation was
added. However, the interaction terms for compensation with work environment, motivation, and work
discipline were not significant; the full model explained 66.2%. Thus, compensation functioned as a direct
predictor rather than a moderator in this bureaucratic setting. Performance improvement should prioritize
supportive working conditions, recognition-based motivation, consistent discipline, and fair compensation
while reconsidering assumptions about moderation in fixed public-sector pay systems.

Keywords: employee performance; work environment; motivation; work discipline; compensation;
moderated regression
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INTRODUCTION

Employee performance is a critical condition for effective public administration. District
offices translate municipal policies into daily services, coordinate community activities,
maintain administrative records, and interact directly with citizens. Their effectiveness
therefore depends not only on formal organizational structures but also on whether
employees can and are willing to perform with quality, timeliness, responsibility, and
cooperation.

The Pauh District Office in Padang City showed fluctuating performance indicators
between 2023 and 2025. The source manuscript reports that work quantity declined from
high to moderate, effectiveness and timeliness fluctuated, work quality improved from low
to high before returning to moderate, and responsibility and teamwork tended to decline to
moderate in 2025. Attendance data also showed improvement from 2022 to 2023 but a slight
decline in 2024. These patterns indicate that the organization had not achieved stable
performance across multiple dimensions.
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Work environment is one likely determinant. Employees perform within both a physical
and psychosocial context. Adequate workspace, equipment, safety, communication,
leadership support, and collegial relationships can reduce friction and facilitate task
completion. Afianti (2025), Miftahudin (2024), Wolor (2023), and other studies listed in the
source manuscript generally support the role of work environment in explaining employee
outcomes.

Motivation is a second determinant. It describes the internal and external forces that
direct effort toward organizational goals. Motivation influences intensity, persistence, and
willingness to solve problems. The source manuscript cites evidence from Farisi (2020),
Sembiring (2020), Oktiani (2024), and other studies showing that motivated employees tend
to perform more effectively.

Work discipline is a third determinant and reflects compliance with organizational
standards, schedules, procedures, and responsibilities. Discipline is particularly important
in public service because citizen access often depends on predictable staff availability and
timely administrative processing. The attendance data in the source manuscript make
discipline a practical rather than purely theoretical concern.

Compensation may influence performance directly because employees perceive
remuneration as recognition and economic return for their contribution. The original study
went further by positioning compensation as a moderator: a factor that might strengthen or
weaken the effects of work environment, motivation, and discipline on performance. This
proposition is plausible in settings where compensation varies with performance or effort.
However, public-sector compensation is often standardized and structured by
administrative rules, raising the question of whether it has sufficient variability to operate
as a true moderator.

The study therefore tested four direct effects—work environment, motivation,
discipline, and compensation on employee performance—and three moderation effects
involving the interaction of compensation with each principal predictor. It also evaluated
whether the predictors jointly explained employee performance at the Pauh District Office.

LITERATURE REVIEW

Employee Performance

Employee performance is the level of work accomplishment achieved in relation to
assigned responsibilities and organizational standards. Performance can be observed
through quantity, quality, timeliness, effectiveness, responsibility, and teamwork. In public
organizations, performance also has a service dimension because employee outputs affect
citizens and institutional accountability. The source manuscript draws on human-resource
literature that treats performance as a function of both individual and contextual factors.
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Work Environment and Performance

The work environment consists of physical conditions and nonphysical social-
psychological conditions surrounding employees. A conducive environment supports well-
being and productivity, while poor conditions create distraction and stress. Research cited
in the source manuscript, including Wolor (2023), Rozzaid (2018), Djuhartono (2021),
Miftahudin (2024), and Afianti (2025), provides empirical reasons to expect a positive
relationship. H1 states that work environment positively affects employee performance.

Motivation and Performance

Motivation determines the direction and persistence of work effort. Employees with
stronger motivation are more likely to sustain attention, pursue targets, and respond
constructively to obstacles. Studies by Farisi (2020), Sembiring (2020), and Oktiani (2024)
support a positive relationship between motivation and performance. H2 states that
motivation positively affects employee performance.

Work Discipline and Performance

Work discipline involves adherence to organizational rules, attendance requirements,
procedures, and performance standards. Discipline supports reliable service because it
reduces avoidable delays and inconsistency. Abdullah (2023), Nasution (2020), and Putra
and Kurniawati (2024) are among the studies in the source manuscript reporting positive
discipline-performance relationships. H3 states that work discipline positively affects
employee performance.

Compensation as Direct Predictor and Moderator

Compensation includes financial and nonfinancial returns received in exchange for
work. Fair and appropriate compensation can directly increase performance by signaling
recognition and meeting economic expectations. The moderation proposition assumes a
stronger mechanism: compensation changes the strength of another predictor’s relationship
with performance. For example, a supportive work environment or strong motivation might
translate more strongly into performance when compensation is perceived as attractive and
contingent. The source manuscript cites mixed evidence, making moderation an empirical
question rather than an assumption. H4 states that compensation positively affects
performance; H5-H7 propose that compensation moderates the effects of work
environment, motivation, and discipline, respectively.

RESEARCH METHODS

This quantitative study was conducted at the Pauh District Office, Padang City. The
population consisted of 58 employees, and all were included through total sampling. Data
were collected using a five-point Likert questionnaire measuring employee performance
(Y), work environment (X1), motivation (X2), work discipline (X3), and compensation (M).
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Instrument testing in the source manuscript included corrected item-total correlations
and Cronbach’s alpha. The reported reliability coefficients were 0.893 for employee
performance, 0.905 for work environment, 0.889 for motivation, and 0.845 for work
discipline, all above the study’s 0.60 threshold. Classical-assumption diagnostics indicated
tolerance values above 0.10, VIF values below 10, and a normality significance of 0.063.
Heteroskedasticity test probabilities were also above 0.05 for the predictors, supporting
further regression analysis.

Moderated Regression Analysis (MRA) was implemented hierarchically. Model 1
entered work environment, motivation, and discipline. Model 2 added compensation as a
direct predictor. Model 3 added interaction terms: work environment X compensation,
motivation x compensation, and discipline X compensation. A statistically significant
interaction coefficient was required to conclude moderation. This approach separates direct
compensation effects from genuine moderation effects.

Table 1. Employee Performance Indicators, 2023-2025

Performance 2023 2024 2025 Pattern
indicator
Work
c_)r High Moderate Moderate Declining
quantity
Effectiveness Moderate High Moderate Fluctuating
Timeliness Moderate High Moderate Fluctuating
Work quality Low High Moderate Fluctuating
Tending to
R ibilit High High Moderat
esponsibility ig ig oderate decline
Tending t
Teamwork High High Moderate en. e o
decline

Source: Secondary data from the Pauh District Office, 2026.
Table 2. Attendance Data, 2022-2024

C‘:‘i:;‘:;me 2022 2023 2024
Present 40 (68.97%) 51 (87.93%) 50 (86.21%)
Absent 10 (17.24%) 3 (5.17%) 4 (6.90%)

Late 8 (13.79%) 4 (6.90%) 4 (6.90%)
Total employees 58 (100%) 58 (100%) 58 (100%)
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Source: Pauh District Office attendance data, as reported in the source manuscript.

RESULTS AND DISCUSSION

Direct Effects
Table 3. Direct Regression Effects
Predictor B t p-value Interpretation
Work Positive,
o 0.454 2237 0.029 o oeTve
environment significant
.. Positive,
Motivation 0.360 2.390 0.020 L
significant
Work Positive,
T 0359 2.685 0.010 e
discipline significant
; Positive,
Compensation 0.495 4.965 <0.001 o
significant

Source: MRA coefficient tables in the source manuscript.

The direct-effect results support the first four hypotheses. Work environment,

motivation, and discipline were positive predictors in Model 1, and compensation was a

positive predictor when entered in Model 2. The compensation coefficient was statistically

strong, indicating that compensation matters for performance in its own right. However, a

significant direct effect does not establish a moderating effect, which requires significant

interaction terms.

Model Fit and Incremental Explanatory Power

Table 4. Hierarchical Model Summary

Adjusted Sig.
1 Predi R R2 AR2
Mode redictors R? AF
Environment,
1 motivation, 0.699 0.488 0.459 0.488 <0.001
discipline
Model 1 +
2 ] 0.807 0.651 0.624 0.163 <0.001
compensation
Model 2 +
3 three interaction 0.813 0.662 0.614 0.011 0.651
terms
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Source: Source manuscript Model Summary output.

Model 1 explained 48.8% of employee-performance variance. Adding compensation
increased R? to 65.1%, an incremental gain of 16.3 percentage points, and the change was
significant. By contrast, adding all three interaction terms increased R? by only 1.1
percentage points to 66.2%, and the R? change was not statistically significant (p = 0.651).
This pattern provides a clear statistical distinction: compensation adds substantial direct
explanatory power but does not improve the model through moderation.

Moderation Tests

Table 5. Compensation Moderation Tests

Interaction Moderation
B t p-value )
term conclusion
Work
. Not
environment X -0.033 -0.937 0.353 C g
: significant
compensation
Motivation Not
_ 0.016 0.552 0.583 C e
X compensation significant
Work
o Not
discipline x 0.024 0.914 0.365 L
) significant
compensation

Source: Source manuscript MRA output.

None of the three interaction terms was significant. Compensation therefore did not
moderate the relationship between work environment and performance, motivation and
performance, or discipline and performance. This is the central substantive finding of the
study. It shows why moderation must be tested explicitly: a variable can be an important
direct predictor while failing to change the slope of another predictor.

The finding is plausible in a district-office bureaucracy. If compensation is largely
standardized by grade, status, tenure, or government regulations, employees may perceive
it as a normative entitlement rather than as a contingent incentive. Under those conditions,
compensation can influence overall satisfaction and effort but may not meaningfully alter
how workplace conditions, motivation, or discipline translate into performance. In
statistical terms, insufficient variability or contingency reduces the likelihood of a strong
interaction effect.

The positive work-environment effect indicates that performance benefits from
conditions that enable employees to complete tasks efficiently. Improvements should
address physical facilities as well as communication, supervisory support, coordination,
and interpersonal climate. Because the performance indicators showed fluctuation and
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some decline, management should identify specific workflow bottlenecks and service points
where environmental constraints are most visible.

The positive motivation effect indicates that employees” willingness to invest effort
remains a meaningful performance determinant. Recognition, developmental
opportunities, meaningful assignments, leadership feedback, and transparent career
information may strengthen motivation without relying solely on additional pay. This is
especially relevant when formal compensation structures are relatively fixed.

The positive discipline effect underscores the importance of attendance, punctuality,
procedural compliance, and responsibility. The attendance data improved substantially
after 2022, but performance indicators remained unstable, suggesting that attendance alone
is not sufficient. Discipline needs to include the quality and timeliness of task execution, not
merely physical presence.

The strong direct compensation effect should not be ignored simply because moderation
was absent. Fair and clear compensation can still influence performance by improving
perceived organizational justice and the willingness to maintain effort. The managerial
implication is therefore nuanced: compensation is important, but it should be designed and
evaluated as a direct human-resource policy rather than assumed to amplify every other
performance mechanism.

The overall model also supports an integrated perspective. Work environment,
motivation, discipline, and compensation jointly explain a large share of performance
variance. Yet the nonsignificant interactions warn against overly complex causal claims. In
public organizations, structural characteristics such as civil-service rules, leadership
authority, and standardized remuneration may constrain the operation of mechanisms
commonly observed in private-sector incentive systems.

Extended Interpretation of the Moderation Model

The hierarchical results provide a particularly useful lesson for applied management
research: direct effects and moderation effects answer different questions. Compensation
had a strong positive direct coefficient and increased R? from 0.488 to 0.651, meaning that it
explained substantial additional variation in performance. Yet the interaction block added
only 0.011 to R? and was not significant. Therefore, compensation matters, but it does not
change how strongly work environment, motivation, or discipline are related to
performance in this sample.

This distinction prevents an interpretive error common in moderation studies. A
researcher may assume that because compensation is important for employees, it must
strengthen the effect of other predictors. Statistically, however, moderation requires the
relationship between a predictor and outcome to vary across levels of the moderator. The
nonsignificant interaction coefficients indicate that the slopes were not detectably different.
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Employees with different compensation perceptions showed broadly similar relationships
between environment, motivation, discipline, and performance.

The bureaucratic context provides a plausible explanation. Public-sector compensation
is frequently determined by employment status, grade, tenure, allowances, and regulations.
When employees have limited influence over these structures and pay changes are not
tightly contingent on individual performance, compensation may be experienced as a
relatively stable background condition. Stable conditions can affect overall attitudes and
effort while producing little interaction with day-to-day motivational or environmental
factors.

The result does not imply that compensation policy is irrelevant. The significant direct
effect and large increase in R? after compensation entered the model indicate the opposite.
Fairness, adequacy, clarity, and reliability of compensation can shape employees’
willingness to maintain effort. The managerial implication is that compensation should be
designed well for its direct motivational and justice effects, but leaders should not expect it
to substitute for workplace improvement or discipline management.

The work-environment effect suggests that task conditions matter independently of
pay. Employees need appropriate facilities, effective coordination, predictable procedures,
supportive supervision, and constructive relationships. If these conditions are weak, higher
compensation may not eliminate the resulting operational friction. This helps explain the
absence of moderation: a poor process remains a poor process even when employees
perceive compensation positively.

The motivation finding similarly points to nonfinancial drivers. Recognition,
meaningful public-service goals, developmental opportunities, feedback, involvement in
problem solving, and confidence in leadership can influence effort. In a structured pay
system, these factors may have greater day-to-day variability than compensation. Managers
can therefore strengthen motivation through leadership practices that are feasible even
when formal pay scales cannot be changed.

Discipline should be understood as more than attendance. The source data show that
attendance improved strongly after 2022, yet performance indicators still fluctuated and
several dimensions were moderate in 2025. This pattern indicates that physical presence is
necessary but not sufficient. Effective discipline includes punctual task completion,
procedural accuracy, responsibility for outcomes, responsiveness to citizens, and
consistency in teamwork.

The performance-indicator trends also suggest the value of combining survey data with
administrative metrics. Perception-based measures can identify employee experiences,
while operational indicators show whether service output actually improves. Future
performance management should link the two. For example, an improvement in work-
environment scores should be examined alongside service completion times, error rates,
citizen complaints, or backlog levels.
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The decline in responsibility and teamwork to moderate levels in 2025 deserves
particular attention because these dimensions are highly relevant to district-office
coordination. Management could use team-based service targets, regular case-review
meetings, and clearer responsibility matrices to reduce ambiguity. Such interventions may
influence performance more directly than additional compensation if the main constraint is
coordination rather than effort.

The moderation failure also raises measurement questions. Moderation tests require
adequate statistical power because interaction effects are typically smaller and noisier than
main effects. With only 58 respondents, the study may have limited power to detect modest
interactions. In addition, if compensation responses are clustered within a narrow range due
to standardized pay, restricted variance further reduces the possibility of detecting
moderation. Future studies should assess the distribution and reliability of the
compensation scale explicitly.

Centering predictor and moderator variables before creating interaction terms can also
improve interpretability and reduce nonessential multicollinearity in moderation analysis.
The source manuscript does not clearly report whether centering was performed. Future
research should document this procedure and provide conditional-effect plots, simple-slope
tests, and confidence intervals so that any significant moderation can be interpreted
substantively rather than only through a p-value.

Comparison across organizational contexts would be valuable. The moderation role of
compensation may differ in private firms with performance-based bonuses, state-owned
enterprises with mixed remuneration systems, or public agencies where allowances are tied
to measurable outputs. A multi-organization study could test whether compensation-
system flexibility is itself a higher-level moderator of the compensation interaction effects.

Qualitative inquiry could further explain how employees understand compensation.
Some may view it as entitlement, others as recognition, and others as inadequate relative to
workload. Interviews could explore which component—salary, allowance, nonfinancial
benefits, recognition, or perceived fairness—is most salient. This would help distinguish
whether the absence of moderation reflects statistical limitations or genuine employee
perceptions.

From a managerial standpoint, the most defensible strategy is balanced. Maintain fair
and reliable compensation, but allocate improvement effort to variables with demonstrated
direct pathways: improve the work environment, strengthen meaningful motivation, and
enforce discipline consistently. Because the four direct predictors jointly explain a large
proportion of performance variance, coordinated management of these factors is likely to
be more effective than relying on incentive escalation alone.
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Practical Framework for Performance Improvement

The statistical findings can be translated into a four-part performance framework. The
tirst component is workplace enablement: ensure that employees have the physical
resources, information, coordination, and supervisory support needed to complete tasks.
The second is motivation: connect daily duties with public-service purpose, recognition, and
opportunities for growth. The third is discipline: define and enforce expectations for
attendance, punctuality, procedural accuracy, and responsibility. The fourth is
compensation: maintain fairness, clarity, and reliability while recognizing that
compensation alone will not transform the effects of the other components.

Implementation should begin with baseline indicators. For work environment,
management can monitor facility adequacy, internal communication, coordination delays,
and employee climate. For motivation, indicators can include recognition frequency,
development participation, perceived meaning, and engagement. For discipline,
management can use attendance, lateness, missed deadlines, and procedural compliance.
Compensation can be evaluated through perceived fairness and clarity. Performance
outcomes should include both supervisor assessments and objective service indicators
where available.

Because Model 2 produced the largest meaningful increase in explanatory power,
compensation policy deserves attention even though moderation was absent. Managers
should distinguish between questions of adequacy and contingency. Employees may
respond positively to compensation that is fair and reliable, yet if the amount does not vary
with effort, it cannot be expected to strengthen the motivation-performance slope. This
distinction is important when designing future incentive experiments or performance
allowances.

Leadership should communicate this nuance clearly. If employees are told that better
performance will be rewarded when formal rules do not allow meaningful differentiation,
credibility may decline. Conversely, when compensation is standardized, leaders can
emphasize nonfinancial recognition and transparent career development. Consistency
between promises and actual policy is likely to be more motivating than vague incentive
rhetoric.

The office can also use team-level improvement projects. Because several performance
indicators involve coordination, small teams can be assigned specific service problems,
given time to analyze causes, and asked to test process improvements. Recognition can be
attached to demonstrated improvement, while formal compensation remains within
regulations. This approach strengthens motivation and work environment without
depending on individual pay differences.

Finally, the study suggests that public-sector performance research should test
institutional conditions directly. Variables such as pay-system rigidity, leadership
discretion, civil-service status, and performance-allowance rules may explain why
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moderation findings differ across organizations. Including these structural characteristics
would improve theoretical precision and help managers understand when compensation is
likely to function as a direct predictor, a moderator, or both.

One final implication is the need to distinguish compensation amount from
compensation fairness. Even when pay levels are administratively fixed, employees may
differ in whether they understand the system, perceive deductions and allowances as
transparent, or believe comparable employees are treated fairly. Future studies should
separate adequacy, distributive justice, procedural justice, and pay-for-performance
perceptions. One of these dimensions may moderate performance relationships even if an
overall compensation score does not.

The study also supports regular review of interaction hypotheses before they are
embedded in policy. Managers should not assume that increasing one resource will
automatically strengthen every other performance driver. Testing specific mechanisms and
monitoring whether performance actually changes can prevent costly interventions based
on intuitive but unsupported assumptions.

Performance review meetings should therefore focus on evidence rather than
assumptions. Managers can compare survey results, attendance, service indicators, and
team feedback to determine whether a problem reflects resources, motivation, discipline,
compensation, or process design. This diagnostic approach is more likely to produce
effective action than automatically responding to every performance problem with
additional incentives.

In the longer term, the office could collaborate with the municipal government to
examine whether parts of the compensation system can be linked transparently to team or
service outcomes without undermining fairness. Such reform would provide a stronger
empirical setting for retesting moderation, because compensation would then have greater
contingency and variability than in the current structure.

The broader lesson is that performance policy should preserve conceptual clarity. A
factor can be important without serving every statistical role proposed for it. In this study,
compensation is clearly important as a direct predictor, but the evidence does not support
its use as an interaction mechanism. Recognizing that distinction produces more accurate
theory and more realistic managerial expectations.

For public-sector managers, this distinction supports disciplined experimentation:
improve one management mechanism, specify the expected pathway to performance, and
evaluate whether the evidence supports that pathway before scaling the intervention. Such
practice can make limited resources more effective and strengthen accountability for
human-resource policy decisions.
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CONCLUSION

Work environment, motivation, work discipline, and compensation each have positive
and significant direct effects on employee performance at the Pauh District Office, Padang
City. The first model explains 48.8% of performance variance, while adding compensation
increases explanatory power to 65.1%. The full model explains 66.2%. However,
compensation does not significantly moderate any of the three principal predictor-
performance relationships because all interaction terms are nonsignificant and the
incremental R? of the interaction block is also nonsignificant.

The findings imply that compensation should be treated primarily as a direct
performance determinant in this setting, while improvements in work environment,
motivation, and discipline should be pursued through their own management mechanisms.
The study is limited by a small single-office sample, cross-sectional self-report data, and the
relatively fixed nature of public-sector compensation. Future research should compare
offices with different compensation systems, test alternative moderators such as
transformational leadership or organizational climate, and use mixed methods to
investigate how employees interpret pay, recognition, and performance expectations.
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