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CHAPTER I 

INTRODUCTION 

 

1.1. Background of the Study 

The developments in science and technology is very rapid,it has 

brought  changes  in human life. The changes were brought as a result of 

higher demands on individuals to improve their own performance and the 

vast community. Company should have done planning on performance of 

all employees. Management of the company should list out  job details for 

every employee, the procedures of each jobs, the connection of one to the 

other  employees’ jobs, how to make  evaluation on jobs and some plans to 

overcome obstacles that may occur.  Human resources are one of the 

company’s competitive advantages in efficiency, effectiveness and 

flexibility in achieving its goals. Employees are required to always work 

for the company to grow and evolve to face competition from other 

companies.  

An employee’s performance will be better if he has the high skills, 

hard work and they should be paid in accordance to their achievements 

and the agreements, to fulfil their hopes (expectations) for company and 

their own future. Regarding salaries and their expectations is what creates 

the motivation of an employee to carry out the work activity with good 

performance. Someone who really motivated is those who always working 

hard to achieve company goals, has work target and know how to maintain 

doing all the jobs in timely manner.  Motivated person also know how to 

share his positive vibes for others so that others will also be motivated. 

Sinambela (2016, p.483) states that, “Job Performance is the willingness 

of a person or group to carry out an activity and perfect it according to its 

responsibilities with the results as expected.” 

One of the factors that can result in better performance is 

compensation. Compensation is very important for employees and 

organization which is because compensation is the source of income for 
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the employees and their families. Compensation also is an image of social 

status for employees. Mubarok (2017:93) states that, “Compensation is a 

reward for the contribution of an individual working in an organization.” If 

the company provides compensation in sufficient amount to meet their 

daily needs, there will be loyalty in employees. However, this feeling will 

disappear when the compensation he receives is no longer enough to meet 

his daily needs so the company must always pay attention to the problem 

when giving compensation to employees.  

Larasati (2018, p.89) mentioned that, “Compensation is one of the 

factors that directly or indirectly influences the level of employee’s job 

performance. Therefore compensation given to employees should be in 

special attention from management so that employees can be maintained 

and employee performance is expected to continue to improve.” 

PT Karya Mandiri Pratama Plasindo Medan is a company engaged 

in the production and sale of plastic bags and export it to to Japan. They 

import the raw material which is the plastic pellets from Saudi Arabia via 

Singapore to Indonesia. The phenomenon in the company is the decrease 

in employee’s job performance. Employees at the company like to 

procrastinate. The employees often make mistakes in scheduling good or 

the arrangement for delivery so that often cause complaints from 

customers. Erroneous scheduling occurs due to lack of coordination 

between the sales, the warehouse and driver. The sales are waiting for 

responses from the warehouse while the warehouse also does not update 

the data about the delivery of goods.  

One of the problems that caused the decrease in employee’s job 

performance is compensation. The employees are not satisfied with the 

compensation received. The below table showed the compensation data of 

employees: 

 

 

 



3 

 

 

 

 

 

Table 1.1 

Employee Compensation Data  

Position Years of service  allowance 

> 1 year  New Eat transport 

Administrative staff Rp 2.350.000 Rp 2.375.000 Rp 300.000 Rp 150.000 

Sales staff Rp 2.250.000 Rp 2.300.000 Rp 300.000 Rp 200.000 

Inventory Staff Rp 2.375.000 Rp 2.400.000 Rp 300.000 Rp 150.000 

Accounting Staff Rp 2.450.000 Rp 2.450.000 Rp 300.000 Rp 150.000 

HRD Staff Rp 2.450.000 Rp 2.450.000 Rp 300.000 Rp 150.000 

Production Staff Rp 2.250.000 Rp 2.275.000 Rp 200.000 Rp 200.000 

     Source: PT Karya Mandiri Pratama Plasindo, 2019 

 

Based on Table 1.1 can be seen that in the company, there are 

differences in the compensation for its employees that can cause problems 

on employee performance. New employees receive higher compensation 

than senior employees. In addition, the value of benefits provided by the 

company is still considered low. 

In addition, the company also does not provide overtime payments 

for its employees. In the company there is also a policy of giving bonuses 

to just a few people based on the consideration of company leaders. The 

system of giving bonuses that is uneven and has no reference and is only 

based on the consideration of the leadership causes discomfort and 

unfairness among employees. These conditions cause a decrease in 

employee’s job performance. 

Compensation problems that applied in company include salaries 

given by companies are based on government policy and regulation. 

Employees feel the salary provided is not in accordance with the work, 

such as employees who function as bookkeeping sections also take care of 

matters related to financial department activities. The marketing 

department is also given the responsibility to do the billing, so it makes 

employees feel the salary provided is not appropriate. 

The other employees feel that giving salaries to each division is 

different, for example the marketing department. Providing a larger salary 

to the marketing department is considered unfair, because on top of the 
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salary the marketing department has got a commission. This gap creates a 

sense of disappointment in other divisions, especially the production part 

which job is to produce the merchandise. 

Based on description above, the writer wants to conduct the 

research with title “The Effect of Compensation towards Employee’s 

Job Performances at PT.Karya Mandiri Pratama Plasindo Medan.” 

 

1.2. Problem Limitation 

This research refers only to projects that started in January 2020 

and completed in Mei 2020 in order to overcome the time limitation. 

Furthermore, to focus on the research problems, the writer will focus on 

the indicators of each variable in this research. 

The indicators for compensation are productivity, ability to pay, 

willingness to pay, workers demand, labor union and government 

regulation (Sinambela, 2016, p.234-235). The indicators for employee’s 

job performance are goals, standard, feedback, facilities, competency, 

motive, opportunity (Wibowo, 2014, p.86-88).  

 

1.3. Problem Formulation 

Based on the background study above, the writer can take problem 

identification as :  

1. How is the compensation at PT. Karya Mandiri Pratama Plasindo 

Medan? 

2. How is the job performance at PT. Karya Mandiri Pratama Plasindo 

Medan? 

3. Does the compensation have effect on employee’s job performance at 

PT. Karya Mandiri Pratama Plasindo Medan? 

 

1.4. Objective of the Research 

The purposes in doing this research are: 
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1. To know the compensation at PT. Karya Mandiri Pratama Plasindo 

Medan. 

2. To know the job performance at PT. Karya Mandiri Pratama Plasindo 

Medan. 

3. To know whether there is an effect of compensation towards 

employee’s job performance at PT. Karya Mandiri Pratama Plasindo 

Medan. 

 

1.5. Benefit of the Research 

The benefits from conducting this research are as follows: 

1.5.1. Theoretical Benefit 

The research can be used as input to study about 

compensation, employee’s job performance and the effect of 

compensation towards employee’s job performance. 

1.5.2. Practical Benefit 

The research can be used as input for company to make better 

compensation policy for better employee’s job performance. 


