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The Impact of Financial and Non-Financial 

Compensation on Employee Motivation 
Case Study Panin Bank in Makassar City 
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ABSTRACT 

Compensation has been tested and proven as one of the factors that connect employees to their organization. 

Furthermore, compensation leads to motivate employee for better performance. Therefore, the main purpose of 

this research is to find the impact of financial and non-financial compensation scheme on employee motivation. 

The population of this research was Panin Bank in Makassar city with 70 respondents used as sample. Data 

analysis technique used multiple linear regression analysis with SPSS ver 23 program. The result of this study 

indicate that variable financial compensation have a direct significant and positive effect on employee 

motivation. The same thing happen for non-financial compensation variable on employee motivation. 

Coefficient of determination for motivation variable equal to 78.8% which means this variable can be explained 

by two independent variable in this research. This research will contribute and provide a basis to understand the 

issues of employee compensation on their motivation for work in organizations. Hence, this research has 

valuable implications for both academicians and employers with an interest in considering and knowing how 

financial and non-financial compensations can influence the motivation level of employees within organization. 

Also, it is recommended to review the bank's recognition practice to increase the current motivation level of 

employees. 

 

Keywords: financial compensation, non-financial compensation, motivation 

 

1. INTRODUCTION 

Panin Bank is a commercial bank developed in 

Indonesia. Established in 1971, Panin Bank continues to 

support banking and economic sectors in Indonesia. 

With its "Selalu Untuk Anda" (Always for You) motto, 

Panin Bank is focused on Bank's consistency in 

providing the best services for its customers. In 2012, 

Panin Bank strengthened its position as one of leading 

banks (7th largest bank in Indonesia in terms of assets, 

profits, total loan, total capital, and CAR) (Panin Bank: 

2013). Consistent progress made by Panin Bank is a 

result of Panin Bank philosophy, which is focused on 

balancing prudence and progressive business growth. 

By keeping up Panin Bank prudence in dealing with risk 

management, Panin Bank has managed to overcome 

uncertainties and economic crisis. The Bank's success in 

achieving strategic targets depends on supports, 

contribution and commitment of the Bank's quality 

human resources who have the right competence to 

optimize the organization’s performance. Competent 

and customer-oriented employees are crucial factors in 

materializing Panin Bank’s commitment in providing 

prime banking services to customers. 

To achieve these targets, Panin Bank consistently 

encourages the development of its manpower. With a 

comprehensive carrier system and performance 

evaluation, Panin Bank ensures that employees will 

receive proper rewards (Panin Bank: 2013). The 

compensation system carried out by Panin Bank is 

based on the value of work results from each employee 

which is called Key Performance Indicator (KPI) 

system. In the context of compensation, this suggests 

that higher pay should be given if and only if 

performance is high. In addition, its gradually arranged 

development system in line with development of 

responsibilities and carrier progress of each individual 

will also support the establishment of excellent human 

resources. Therefore, the application of work values 

called I-CARE (Integrity, Collaboration, Accountability, 

Respect and Excellence) in all work aspects enables 

employees to understand their roles as part of customer 

service process and place employees in a position that 

they are able to synergize with Panin Bank’s visions and 

missions to continue developing (Panin Bank: 2013). 

Employees play very important part in the daily 

operations of any company especially in service sectors 

such as banking industries. Undoubtedly, one of the 

mailto:ceska_dewi@hotmail.com
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main management strategies of the banking industries is 

to invest in employees. The fate of such industries are 

usually depend on its employees so it sounds logical to 

understand how employees can be motivated. 

Competent and customer-oriented employees are crucial 

factors in banking industries. Therefore, banking 

industries are seeking to develop and motivate in order 

to increase the performance of their employees in a 

variety of human resources applications. 

Money is considered to be the universal motivator 

although other financial and non-financial incentives 

and benefits create a very special relationship between 

company and its employees. Employees preform certain 

tasks; fulfill goals in exchange of money and other 

incentives packages. Most of the times compensation or 

so called as reward works as a stimulus to keep them at 

work and to keep their goal-directed performance on 

track. 

There are several previous studies that reveal the 

relationship between compensation and motivation in 

banking industries. Pierce et. al (2019) concluded that 

both financial and non-financial rewards have impact on 

employee motivation. Güngör (2011) found that 

Extrinsic Motivation is explained by the variable of 

Financial Rewards and Intrinsic Motivation is explained 

by the variable of Non-Financial Rewards in Global 

Banks, Istanbul. The results of his study brings out a 

positive relationship between the perceived features of 

the compensation and motivation. It also happened in 

Shoraj and Llaci (2016) result study that financial 

remunerations of employees are a key component for 

the achievement of motivation in employees in the 

Albanian banking system. These findings of the studies 

are consistent with the results of Sudiardhita et. al 

(2018) study indicate that compensation has a positive 

and significant effect on work motivation in PT. Bank 

XYZ (Persero) Tbk, Jakarta. Meanwhile, Sangkay et. al 

(2016) research reveal that the compensation have an 

influence but not significant to employee performance at 

BNI Bank Manado Branch. Although, in their research 

also found that compensation and training have a 

significant influence on employee performance at BNI 

Bank Manado Branch. 

The main purpose of this study is to analyze the 

impact of financial and non-financial compensation 

scheme on employee motivation in PT. Bank Panin 

Indonesia, Tbk. at Makassar city. Through this study, 

researchers will identify the correlative link between the 

dependent variable of motivation and independent 

variables of financial and non-financial compensation. 

 

2.  LITERATURE REVIEW AND 

HYPHOTHESES 

2.1 Motivation 

Motivation is the set of forces that leads people to 

behave in particular ways (Griffin and Moorhead, 2014: 

90). Positive motive philosophy and practice can 

improve productivity and quality of employees work. 

There are three key elements in motivation definition 

according to Robbins and Judge (2013: 202). They are 

intensity, direction, and persistence. Intensity describes 

how hard a person tries. However, high intensity is 

unlikely to lead to favorable job-performance outcomes 

unless the effort is channeled in a direction that benefits 

the organization. Effort directed toward, and consistent 

with, the organization’s goals is the kind of effort 

employees should be seeking. Finally, motivation has a 

persistence element. This measures how long a person 

can maintain effort. Motivated individuals stay with a 

task long enough to achieve their goal. Hence, 

motivation is the set of forces that initiate, directing and 

keep individuals in their efforts to achieve goals. 

The most-known theory of motivation is 

Hierarchical Motivation Theory by Abraham H. 

Maslow. Maslow’s motivation theory according to 

Robbins and Judge (2013: 204) has received wide 

recognition, particularly among practicing managers. 

Robbins and Judge also add that Maslow’s motivation 

theory is intuitively logical and easy to understand. 

According to Maslow, if company want to motivate 

its employees, the company need to understand what 

level of the hierarchy that person is currently on and 

focus on satisfying needs at. Maslow (Robbins and 

Judge, 2013: 203) separated the five needs into higher 

and lower orders. Physiological (includes hunger, thirst, 

shelter, and other bodily needs) and safety (security and 

protection from physical and emotional harm) needs, 

where the theory says people start, were lower-order 

needs, and social (affection, belongingness, acceptance, 

and friendship), esteem (internal factors such as self- 

respect, autonomy, and achievement, and external 

factors such as status, recognition, and attention), and 

self-actualization (drive to become what people are 

capable of becoming; includes growth, achieving their 

potential, and self-fulfillment) were higher-order needs. 

Higher-order needs are satisfied internally (within the 

person), whereas lower-order needs are predominantly 

satisfied externally (by things such as pay, union 

contracts, and tenure). 

2.2 Financial and Non-financial Compensation 

Employee compensation is the process of paying and 

rewarding people for the contributions they make to an 

organization (Stewart and Brown: 2011, 412). 

Employee compensation is all form of payment or 

rewards going to employees and raising from their 

employment (Dessler: 2012, 353). It reflects a strategic 

move on the part of the company to show that its 

employees are the most important for success since 

compensation is a way to increase employee loyalty and 

to decrease the likelihood that employees will be hired 
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away by competitors (Snell and Morris: 2019, 319). 

Employees can receive stellar training, copious growth 

opportunities, and be completely satisfied with their 

work and environment, but they will not show up to 

work if there is no paycheck in return (Snell and Morris: 

2019, 319). 

So why companies should also need to focus on 

compensation? The answer is simple: Compensation is 

directly linked to an employee’s livelihood (Snell and 

Morris: 2019, 319). Fine compensation practices give 

many advantages. Companies offering good pay and 

benefits attract better employees. Once hired, employees 

are more likely to stay with an organization if they feel 

they are paid well (Stewart and Brown: 2011). A fine 

incentive system liaises expectations and provides 

instruction so that employees understand what the 

company wants from them. Paying people more when 

they contribute more increases motivation, which in turn 

leads to higher performance (Stewart and Brown: 2011). 

Linking pay to performance is particularly helpful in 

encouraging people to produce a higher quantity of 

goods and services (Stewart and Brown: 2011). Hence, 

effective compensation practices motivate employees to 

do things that help increase a company’s productivity. 

Rivai (2014: 544) stated that compensation can be 

divided into two forms which are financial and non- 

financial compensation. There are two kinds of financial 

compensation which are direct compensation and 

indirect compensation or sometime called as fringe 

benefits. Direct compensation is usually limited to the 

direct cash benefits that the employees receive on 

monthly or weekly basis for the services they render as 

employees of a company such as salaries, incentives and 

bonuses. Indirect compensation is non wages 

compensation provided to employees in addition to their 

normal wages or salaries such as office facilitation, 

health assurances, death assurances, pension payment, 

etc. Non-financial compensation consists of the 

satisfaction that a person receives from the job itself or 

from the psychological and physical environment in 

which the person works. Non-financial compensation 

commonly is divided into five forms of satisfaction, 

they are satisfaction from organizational policies, 

satisfaction from employers or leaders, satisfaction from 

coworkers, satisfaction from work times or schedules 

and satisfaction from interesting / challenging work 

tasks. 

2.3 Hypotheses 

The hypotheses to be tested in the wake of this study 

are raised on the main components driving motivation 

among employees of Panin Bank in Makassar city. They 

are identified as: 

Hypothesis 1: financial compensation is significantly 

and positively related to employee motivation. 

Hypothesis 2: non-financial compensation is 

significantly and positively related to employee 

motivation. 

Hypothesis 3: financial and non-financial 

compensation are simultaneously significant and 

positive related to employee motivation. 

 

3. RESEARCH METHODOLOGY 

This research was conducted at Panin Bank or 

officially known as PT. Bank Panin, Tbk. in its main 

branch in Makassar city with a research time 

approximately one month. This research uses a 

quantitative approach with an explanatory or causal 

design in order to explain how one variable influences is 

impacted for changes in other variables in the company. 

The primary data of this research has been collected 

through questionnaires and observation. 

3.1 Sample and Procedure 

The population of this research was 70 permanent 

employees of Panin Bank main branch in Makassar city. 

Since the population is less than 100 respondents, this 

research used all the population as sample of research. 

Data were collected through survey method. The 

questionnaires were sent directly to Panin Bank main 

branch office in Makassar city. 

The questionnaire consists of two sections. First part 

includes seven socio demographic questions including; 

gender, age, education level, and work period. The 

reason for asking socio demographic questions is to 

analyse the average response rate of employees 

according to their age, education level etc. and are 

necessary for the validity of the answers. At the second 

part, there are 14 statements which determine the 

choices of employees about financial compensation, 

non-financial compensation, and motivation. These 

statements will be graded using a 5-point Likert scale. 

These points in the scale are “Strongly Disagree” (1), 

“Disagree” (2), “Uncertain” (3), “Agree” (4), “Strongly 

Agree” (5). 

The first questionnaire of financial compensation 

includes 4 statements used in this study was adapted 

from description of Rivai (2014) on direct and indirect 

compensation. The second questionnaire of non- 

financial compensation used for this study which 

includes 5 statements was adapted from description of 

Rivai (2014) on five forms of satisfaction. The last 

questionnaire of motivation used for this study which 

includes 5 statements was adapted from five needs of 

Maslow’s motivation theory. 

The responses from the interviewees were captured 

using forms/questionnaires. The data was then entered 

in a Microsoft Excel data entry screen and the final 

edited data was subsequently exported to SPSS 20.0 for 

analysis. This research used a multiple linear regression 
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model to determine how much do financial and non- 

financial compensation influence employee motivation 

at Panin Bank in Makassar city. The degree of positive 

or negative correlation between the multivariate data 

can then be determined by estimating the Coefficient. 

 

4. RESULT 

A total of 70 employees of samples were returned. 

The demographic characteristics of 70 respondents 

result are: 

a) In terms of age: 22% were between the age of 36 - 

40, 20% were ≥ 41, 18% were between the age of 31 

- 35 also the age of 26 - 30, 12% were between the 

age of 21 - 25 and 10% were ≤ 20 years old. 

b) In term of gender: 58% were males employees and 

42% were females employees. 

c) In term of education level: 58% were 

undergraduates, 35% were graduates, and 7% were 

high school degree. 

d) In term of work period: 58% of respondents were ≥ 

10 years employees, 21% of respondents were 6 - 10 

years employees, 14% of respondents were 3 - 6 

years employees, and 7% of respondents were 1 - 2 

years employees. 

4.1 Validity and Reliability Testing of Research 

Instruments 

The validity test of the variable financial 

compensation, non-financial compensation and 

employee work motivation variables in this research has 

a significance pearson correlation level of 0.000 < 0.05, 

4.2 Classical Assumption Testing of Regression 

Multiple linier regression model could indicates as a 

good model with BLUE (Best Linear Unbiased 

Estimator) criteria. BLUE criteria will be measured 

using classical assumption testing of regression. And the 

classical assumption testing of regression will be 

measured using Ordinary Least Square (OLS) approach. 

This research will use Normality, Multicollinearity and 

Heteroscedasticity test from OLS approach in predicting 

a good model of multiple linier regression model with 

BLUE terms through the panel data of regression. 

Figure 1. Normal P-Plot of Regression 
 

Normality test can be seen in the figure 1 above. 

Figure 1 shows the location of plots (samples) normality 

in the middle follow the cross lines therefore it can be 

said data in this study have a normal distribution. 

Next test is Multicollinearity test and the result of 

Multicollinearity test can be seen on Table 1. The result 

of Multicollinearity test in Table 1 shows that the 

Table 1. Result of Multicollinearity Test 
 

Model Unstandardized 

Coefficients 

Collinearity Statistics 

B Std. 

Error 

Tolerance VIF 

1 (Constant) .197 .266   

  

Finansial 

.629 

.317 

.105 

.092 

.330 

.330 

 

3.034 

 Non_Finansial    3.034 
 

which means that the questionnaire proposed in this 

study is declared valid and can be used as a data 

collection tool in the research conducted. 

Next, reliability of the questionnaire in this research 

was evaluated through Cronbach Alpha which measures 

the internal consistency. Cronbach Alpha value obtained 

by each variable in this research is greater than 0.60. 

These results indicate that the instruments used for data 

collection are reliable. 

tolerance value for each independent variables are 

between 0-1 and the VIF value for each independent 

variable are between 1-10 therefore it can be concluded 

that there are no multicollinearity problem or there are 

no correlation between each independent variables. 

The last test is a Heteroscedasticity test. 

Heteroscedasticity test is measured with scatterplot 

figure 2 below. Figure 2 showed that the dots (samples) 

spread randomly above and below the number 0 on the 
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y-axis, and did not form a specific pattern. Thus, it can 

be concluded that the regression model in this study did 

not experience heteroscedasticity problem. 

Figure 2. Scatterplot 

significant effect on employee motivation at Panin 

Bank main branch office in Makassar city. Based on 

the results of the t-test, it can be stated that the 

second hypothesis is accepted. 

c) Financial Compensation and Non-Financial 

Compensation variables produce a probability value 

(sig) = 0.000 <0.05, so Ho is rejected and Ha is 
accepted. Thus, the variables of financial 

compensation and non-financial compensation have 

a positive and significant effect on employee 

motivation at Panin Bank main branch office in 

Makassar city. Based on the results of the F-test, it 

can be stated that the third hypothesis is accepted. 

Regression equation of this research based on table 3 

 

4.3 Regression Results 

Tabel 1 below shows R is the correlation coefficient 

which shows the relationship between the study 

variables, from the findings shown in the table below 

there was a strong positive relationship between the 

study variables as shown by 0.887 at the 5% 

significance level. The Adjusted R squared is the 

coefficient of determination which tells us the variation 

in the dependent variable due to changes in the 

independent variables, from the findings in the table 

below the value of adjusted R squared was 0.781 an 

indication that there was variation of 78% on employee 

motivation due to changes in Financial and Non- 

financial rewards at 95% confidence interval. This is an 

indication that 96% of the changes in employee 

motivation could be account for by the independent 

variables. 

 
Table 1. Model Summary 

 

 

 

 

4.3.1 Hypotheses Testing 

Based on the Table 3 and 4, the results of hypotheses 

testing from t-test and F-test showed that: 

a) The Financial Compensation variable produces a 

probability value (sig) = 0.000 <0.05, then H0 is 

rejected and Ha is accepted. Thus, the variable 
financial compensation partially has a positive and 

significant effect on employee motivation at Panin 

Bank main branch office in Makassar city. Based on 

the results of the t-test, it can be stated that the first 

hypothesis is accepted. 

b) Non-Financial Compensation variable produces 

probability value (sig) = 0.001 <0.05, then H0 is 

rejected and Ha is accepted. Thus, the non-financial 
compensation variable partially has a positive and 

is 

Motivation = 0,197 + 0,629 financial compensation + 

0,317 non-financial compensation 

 

5. CONCLUSION 

From demographic characteristics result, it could 

conclude that how lucky is Panin Bank in Makassar city 

to have more than a half from the amount of its 

employees have undergraduates education level. More 

surprisingly is, these undergraduates’ employees have 

their degrees while they are still working in Panin Bank 

and they finished their degrees with their own tuitions or 

without any involvement from Panin Bank such as 

scholarships from the company. This indicates that the 

amount of compensation from Panin Bank to its 

employees are giving a chance to its employees in order 

to continue their education level with their own 

intention. Therefore, this also might indicate that 

employees in Panin Bank at Makassar 

city could have highly motivation on 

their self for their career achievement. 

In terms of the results of the 

statistical tests, the first hypothesis 

supported through the regression 

analysis. According to the findings, it 

is founded that Financial compensation have positive 

and significant effects on motivation at Panin Bank 

main branch office in Makassar city. Therefore it can be 

stated that the first hypothesis financial compensation is 

significantly and positively related to employee 

motivation is accepted. The findings of the study is 

consistent with the previous studies which, Shoraj and 

Llaci (2016) study result that financial remunerations of 

employees are a key component for the achievement of 

motivation in employees in the Albanian banking 

system. 

Also according to the findings, it is founded that 

Non-Financial compensation have positive and 

significant effects on motivation at Panin Bank main 

branch office in Makassar city. Therefore it can be 

Model R R 

Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

Durbin- 

Watson 

1 .887a .787 .781 .26525 1.438 
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stated that the second hypothesis financial compensation 

is significantly and positively related to employee 

motivation is accepted. The findings of the study is 

consistent with the previous studies which, Sudiardhita 

et. al (2018) study indicate that compensation has a 

positive and significant effect on work motivation. 

And last, according to the findings, it is founded that 

financial compensation and non-financial compensation 

 
Table 3. Hypotheses Testing Result (t-Test) 

 

 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

 

 

 
T 

 

 

 
Sig. B Std. 

Error 

Beta 

1 (Constant)      

 
 

Finansial 

.197 

.629 

.266 

.105 

 

.588 

.741 

5.987 

.461 

.000 

Non_Finansial .317 .092 .339 3.456 .001 

 

Table 4. Hypotheses testing result (F-Test) 
 

 

Model 

Sum of 

Squares 

 

df 

Mean 

Square 

 

F 

 

Sig. 

1 Regression      

Residual 17.437 2 8.718 123.918 .000b 

Total 4.714 67 .070   

 22.151 69    

simultaneously have positive and significant effects on 

motivation at Panin Bank main branch office in 

Makassar city. Therefore it can be stated that the third 

hypothesis financial compensation and non-financial 

compensation are simultaneously significant and 

positive to employee motivation, is accepted. The 

findings of the study is consistent with the previous 

studies which, Pierce et. al (2019) concluded that both 

financial and non-financial rewards have impact on 

employee motivation. 

For this case study organization what can be 

concluded is that the total rewards which they have in 

use are positively impacting the employee motivation as 

suggested by the regression result. 

The major limitation of this research is that very 

limited research time can reduce the response rate of 

respondents and the willingness of respondents to 

participate. Time constraints become an obstacle to re- 

verify and or visit one by one respondent. 
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