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Abstract: The utilization of manpower outsourcing model has now become a trend in the
recruitment of labor by companies in Indonesia. This system of outsourcing was initially
applied to manufacturing companies only but lately banking companies also use this as a model
of recruitment, therefore in the banks there are two types of employees, namely permanent
employees and employees or outsourcing contract status. Whether the compensation give job
satisfaction to the employees is the question, and the next question is whether their job
satisfaction also affects their performance. Outcomes research concluded: (1) Compensation
received by outsourcing employees of Syariah banks in the city of Malang, both financial and
nonfinancial compensation in generally perceived as the level of satisfaction, quite satisfied
and very satisfied (2) Job satisfaction of outsourcing employee of Syariah banks in the city of
Malang, perceived level quite satisfied, dissatisfied and very dissatisfied (3) Performance of
outsourcing employees of Syariah banks in the city of Malang is in pretty good level, good and
very good (4) There is a significant positive financial compensation on employee performance
directly (5) There is a significant positive financial compensation to performance through job
satisfaction (6) There is the influence of nonfinancial compensation on employee performance
directly (7) There is a significant positive nonfinancial compensation on employee
performance through job satisfaction. From these results suggested (1) For Syariah banks: The
results showed that employees claimed financial compensation, nonfinancial compensation
received has been good, quite good and very good encourage outsourcing employee job
satisfaction and employee performance. Therefore, these conditions must be maintained in
order the system develops during this revamped as implemented in other companies outside
Syariah banking, which in turn can cause turbulence (2) For other companies and governments
need to adopt the use of labor outsourcing models practiced in Syariah banking. Where
recruitment patterns prepared by the association of Syariah banking, so it does not harm the
employee income since no deduction of wages or salaries of employees upon acceptance of
employment. In addition, within the specified time employees can be recruited as permanent
employees on Syariah banking, if the model is implemented in Indonesia, it will reduce the
demonstrations in the streets and can ensure future employees.
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The utilization of manpower outsourcing model has now become a trend in the recruitment of
labor by companies in Indonesia. There are many companies that provide outsourcing
workforce who are actively offered to companies in Indonesia to recruit prospective employees
from them. The main consideration the use of force by the outsourcing company is not directly
related to labor contracts in terms of salary or wages but the company is dealing with the
provider of labor so as to eliminate conflict possibility between companies and labor in the
event of disputes in payment of wages or another employee benefits. Outsourcing system was
initially applied to manufacturing companies only but lately banking companies also use this as
a model of recruitment that the banks. There are two types of employees, namely permanent
employees and outsourcing contract status employees. In developed countries the use of labor
outsourcing employees is something usual (Syilbi, et.al, 2011), this is due to large-scale
companies and many types of work that need to be handled a lot of different types of labor
skills. In general, those who are into this outsourcing labor force is classified as Good Skill
(High Skill) 1, not unlabour skill power, so that the company’s bargaining position was strong
enough. It is inversely proportional to the labor force in Indonesia. Generally they have
unlabour skill so that their bargaining position is very weak. The general impression in
Indonesia seems that outsourcing model more harms employees because they do not have a
right to a pension or obtain health insurance etc. This condition makes a lot of denial going on
a demonstration against the model of outsourcing. However, because the number of job seekers
in Indonesia is so high while the employment is limited then they must accept any conditions of
a outsourcing labor. The question now is whether with the status of outsourcing employees,
they receive good compensation in the form of financial and nonfinancial compensation. Then
if the compensation they receive can give job satisfaction to them, and the next question is
whether their job satisfaction also affects their performance. The researchers are interested in
examining the outsourcing labor because there are not many research trying to explore or try to
uncover issues that they receive the compensation effect on job satisfaction and employee
performance. The study was conducted in Syariah banks in the city of Malang on the grounds
that it turns out Syariah banks also use outsourcing labor. If the power usage at other
companies outsourcing often cause problems, such as a demonstration, the rejection of this
outsourcing model, but why those things did not happen to Syariah banking, though they also
use outsourcing labor. Is the compensation received adequate satisfaction for outsourcing
employee in Syariah banking has a different system with the systems in other companies?.
These questions that have promoted the authors conducted this research. The other reason the
research on Syariah banks is as follows: In recent years, Syariah banking continues to show
progress faster than expected. Conventional banks began racing open Syariah division seeing
such a high public interest in Syariah banking products. Things to encourage banks to try its
luck in this field is none other than the amount of market share. Inevitably, the more banks that
engage in the Syariah banking industry, which is increasingly keen competition triggers to get
customers. Recent data suggest, until May 2004, Syariah banking assets reached Rp 111.56
trillion, or 131 percent compared to the same period in 2003, amounting to Rp 5 trillion. The
portion of the assets of Syariah banks penetrating conventional banks have reached 1 percent
(Kompas, 26 February 2004). Seeing the development of Syariah banking is increasingly
rapidly, Chairman of the Indonesian Association of Syariah Banking (Asbisindo) Wahyu Dwi
Agung estimates, expectations of Banks Indonesia (Bl) to share of Syariah banking assets
reached 5 percent in 2011 could be more quickly realized in the year 2007. Meanwhile, Deputy
Governor of BI, Maulana Ibrahim, said Syariah banking is in the rapid growth phase. Although
its contribution is small, the form of support for Syariah banks to the real sector is very real,
especially for the medium business sector, small and micro enterprises (SMEs) that portion of
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financing more than 90 percent. According to Bl data, (Info Bank, September 2005) Syariah
banking funds raised as of May 2004 reached Rp 7.77 trillion, up 34.9 percent compared to the
end of 2003. The financing disbursed Rp 7.56 trillion, up 35.87 percent compared to the end of
2003. The ratio of third-party financing to fund (financing to deposits ratio / FDR) Syariah
banking as of May 2004 reached 97.26 percent, compared to December 2003 amounted to
96.57 percent. The number of Syariah banks are also increasingly from time to time. Currently
there are 10 Syariah banks, which consists of two banks, namely Bank Muamalat and Bank
Syariah Mandiri, and eight Syariah Business Unit (UUS), PT Bank IFI, Bank Negara
Indonesia, Bank Jabar, Bank Rakyat Indonesia, Bank Danamon, Bank Bukopin, Bank
International Indonesia and HSBC. Syariah banks will likely grow four more, the BTN, Bank
Permata, Bank Niaga and Bank Syariah Mega Indonesia. Analysts and the practitioners
themselves estimate that the economy has been reinforcing the competitive landscape since the
National Syariah Council (DSN) is still promising licensing Syariah banks opening up to 20 by
the end of the year. Interestingly, the segment which worked each industry because they realize
not all segments have an interesting business prospect. When the number of players in the
Syariah banking industry can still be counted on the fingers and the capacity was not large, the
target of a new segment covers a small portion of Muslims in Indonesia entities. If Syariah
banks made progress then allegedly employees working in Syariah banking is working
properly including the compensation they receive. But this is still a conjecture, therefore it is
necessary to take the research topics: “The Effect of Compensation Toward Job Satisfaction
and Performance of Outsourcing Employees of Syariah Banks in Malang”.

One way used by management to improve the performance, to motivate and to
increase employees’ job satisfaction is through compensation (Mathis and Jackson, 2000).
Basically, compensation is something that employees received as remuneration for their work.
Simamora (2004) says that compensation in the form of financial is important for the
employees, because with the compensation they can directly fulfil their needs, especially the
needs of physiology. However, the employees must also hope that it receives compensation in
accordance with the sacrifice that has been given in the form of nonfinancial also very
important for the employees especially for their career development. In researches by Yukl and
Latham, 1975; Latham and Pursell, 1976; Yukl, Wexley and Seymour, 1972 (cited by Wexley
and Yukl, 1988) suggests that the incentive wage / salary does not give consistent results on the
performance of the employees. According Prawiro Sentono, 1999 performance will be well
when the employees are paid or the salary is in accordance with the agreements. The results are
consistent with a recent study conducted by Benjamin R et.al. (2012) with the title Explaining
Outsourcing Performance In Uganda’s Commercial Banks, the financial compensation is very
influential on the performance of outsourcing employees in commercial banks in Uganda. This
effect is more common in lower-level employees and employees who had joined. Another
study also conducted by Muneeb Ahmad et al (2012) entitled Causes on Increasing Demand of
Outsourcing Employees and Its Impact on Pakistan Business, the results showed no positive
effect of financial compensation on employee performance.

Compensation system also has potential as one of the most important means of
influencing satisfaction levels and forms of behavior. However, many organizations overlook
potential by a perception that “compensation is no more than a cost that must be minimized”.
Without realizing some organizations that ignore the potential importance and have perception
mistakenly put the system precisely as a means of improving behavior is not productive or
counter-productive. Generating a number of personal problems such as decreased motivation,
low job satisfaction, employee performance decreased, decreased labor discipline, high turn
over, irresponsible believed to stem from the disproportionate compensation system. However,
in essence, that any person or any individual having the views or feelings of satisfaction
differently. At each level of an individual position or positions also have different views and
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feelings on job satisfaction are also different. Employees with management positions (cargo
chefia) have different job satisfaction from employees with a regular staff position. Or it could
also be said that each grade / level in the classification of employees of Grade A, B, C, D, E, F,
G vary. Differences in job satisfaction with the shape employees’ attitudes toward work
discipline also vary. The logic of employees with higher compensation and other support
factors of job satisfaction will have a high level of job satisfaction, thereby affecting the
behavior so that it will automatically affect the high level of discipline as well. Results of this
study are also supported by a study of results is in line with research recent conducted by
Benjamin R et.al. (2012) with the title Explaining Outsourcing Performance In Uganda's
Commercial Banks, nonfinancial compensation that greatly affects the performance of the
outsourcing employees of commercial banks in Uganda. This effect is more common in
lower-level employees and employees who had entered. Another study also conducted Muneeb
Ahmad et.al (2012) with the title Causes on Increasing Demand of Employees Outsourcing
and its Impact on Pakistan Business, it showed a positive effect of nonfinancial compensation
toward employees performance. According Hasibuan (2003), job satisfaction is the emotional
attitude of fun and loves his job. This attitude is reflected by the morale, discipline and work
performance. Job satisfaction enjoyed the job, off the job, and a combination of inside and
outside of work. The satisfaction outside the job is the satisfaction employees enjoyed outside
of work with the amount of remuneration to be received and the results of its work. So he can
buy his needs. Employees who prefer to enjoy job satisfaction outside demand more
remuneration than the performance of its duties.

According Hasibuan (2003) that job satisfaction affects the level of discipline of
employees, which means that if the satisfaction derived from the work, therefore the discipline
of employees is good. Conversely, if job satisfaction is less accomplished than his job then the
discipline of employees is low. The same author concluded that job satisfaction is a key driver
of morale, discipline, and employee performance in support of the realization of corporate
objectives (Hasibuan, 2003). Harold E. Burt stated the opinions about the factors that can lead
to job satisfaction. These factors intended are as follows: (1) the relationship between the
employee factor, among others: (1.1.) Relationship between manager and the employees (1.2.)
Factor of facility and working conditions (1.3.) Social relationship between employees (1.4 .)
Suggestion from coworkers (1.5) Emotions and work situation. (2) Individual factors, which
are related to: (2.1.) Attitude towards work (2.2.) Age people at work (2.3.) Gender (newer
research conducted by Lawler (1973), quoted Wexley & Yukl (1979). (3) External factors
which is associated with: (3.1.) The employee's family situation (3.2.) Recreation Education
(training, up-grading, etc.) (Harold E. Burt in As’ad, 2008).

According to Ghiselli and Brown (1950 in As’ad, 2008) suggested five factors that lead
to job satisfaction, namely (a) position (position), (b) rank (group), (c) age, (d) Financial
Guarantees and warranties social, (¢) quality control. Hulin (1996 in As’ad, 2008) suggests that
often in ways that are taken to improve the management of employee work productivity by
raising salaries or wages of labor is a key factor to achieve job satisfaction. From some expert
opinion above, As'ad (2008) summarizes the factors that influence job satisfaction consists of
four factors namely: psychological factors, social factors, physical and financial factors.

To improve the performance of employees was not only through financial compensation alone but also
through non-financial compensation. In Maslow’s theory of motivation by the Mar’at (2005) that financial
compensation is only effective to improve the performance, especially for employees who are new to the work and
the employees received a lower level. But for long-time employees and employees working at middle to upper
levels, they actually require more nonfinancial compensation. Nonfinancial compensation in the form of awards
for their work performance, providing the opportunity for self-actualization, etc. In detail, nonfinancial
compensation is comprised of: (a) Employment. Non-financial compensation from the challenging work tasks
interesting, responsibility, and recognition. These employees tend to prefer jobs that provide an opportunity to
assess their ability to work and challenge in work (b) Work Environment. Non-financial compensation stemming
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from the work environment such as social status may be, the pride of the employees and a pleasant working
environment. The employees care about the working environment both for personal comfort or to ease the task
well. For most employees work also fills the need for social interaction. Therefore, it can be concluded that
co-workers were friendly and supportive will provide increased job satisfaction. Working environment is the
environment that surrounds the concrete and the abstract one. The work environment is the closest intended work
environment that is directly felt by the employees in this case are the workers (c) Awards. Awards to employees
are intended, so employees can succeed in implementing the opportunity to develop their own creative power to
the job duties obligations and responsibilities . This is useful for employees in order to work towards achieving
maximum results as expected. The award was given for the success of employees who can develop the power of
creativity to the task of a good job, then the company should reward the achievements of employees (d)
Promotion. Progress in this regard is promotion. This understanding is strengthened by Ranupanjojo and Hushan
(1997) writing that “Promotion is a shift from one position to another higher position accompanied with an
increase in salary or wages and other rights”. Another compensation is supplementary which is according to
Handoko, (2001) categorized into four, namely: (1) Payment of wages for time not worked (time of benefit): (1.1.)
period of rest. Providing a break in the execution of the work, productivity can be increased. Shaped include rest
periods, meal periods and time periods wash (wash or change clothes) (1.2.) Sick days. Each company provides an
opportunity for employees to be absent from the job with the maximum number of sick days per year. To avoid
misuse of this, the company requires every employee who does not work due to illness must show proof of a
doctor (1.3.) Vacation leave. The Company generally follows the day-to-day official holiday in providing
holidays for employees. Besides the company personnel policy often gives periods of leave during a certain time
limit (1.4.) Other reasons.

The statement of Vroom gave many clues why job satisfaction and performance is
interrelated each other despite the fact that both are caused by something different. Even
Robbins (2007) stated the relationship of both is more appropriately called “the myth of
management” and it is difficult to establish where the cause and effect relationship of both
leads. However many researches found evidence that organizations with more satisfied
employees tend to be more effective than organizations with less satisfied employees.
Expectance theory of Vroom assumed that reward causes satisfaction and in some things
probably performance generates a reward, then the chances of what happens between
satisfaction and performance is through a third variable, namely reward. Put simply illustrated
that good performance will result in rewards, which in turn will lead to satisfaction and
employee performance. Furthermore job satisfaction on salary, promotion, supervision, etc.
have direct and positive effect on performance. Rao (1996) adds that there are some things that
can make employees more willing to perform the work, namely: (1) The employees will work
hard if they felt needed by the organization (2) The employee would have worked better if they
are clear about what is expected of them and if they occasionally authorized to change those
expectations (3) The employees will work better if they feel that the organization provides
opportunities for the achievement of their work to be appreciated and rewarded (4) The
employees will work if they know that the organization provides opportunities to develop and
as far as possible to use their abilities and (5) The employees would have worked better if they
are trusted and treated with respect.

The focus of this study are :

1. To find out compensation earned by outsourcing employees in the city of Malang Syariah
banks

2. To determine job satisfaction of outsourcing employees of Syariah banks in the city of
Malang

3. To determine the performance of the outsourcing employees of Syariah banks in the city of

Malang

To determine the effect of financial compensation on employees’ performance directly

To determine the effect of financial compensation to performance through job satisfaction

To determine the effect of nonfinancial compensation on employees’ performance directly

To determine the effect of nonfinancial compensation on employees’ performance through

No ok
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2. Method

Based on the characteristic of the problem, the design of the study was categorized as
explanation or explanatory research, namely the research that describes the influence of
independent variables on the dependent variable through hypothesis testing. This study
consists of the independent variable X is compensation, job satisfaction among variables (Z)
and employees’ performance dependent variable (Y). Compensation consists of financial
compensation (X1), nonfinancial compensation (X2), while the performance as the dependent
variable (). As for the relationship between variables can be seen figure 3.1 as follows:

Xl\

X2

Figure 1 Research Model

Description:
X1 = Financial compensation variable
X2 = Nonfinancial compensation variable

Z = Middle variable

Y = Employees’ performance variable (dependent variable)
—> = Effect of the independent variables to and between the dependent variable

Population and Sample

a. Population

In this study, the population is all employees of Syariah banks in the city of Malang with the
status as outsourcing employee. The size of the study population as 951, people (Source:
researcher observations in March 2012)

b. Sample of The Research

The unit of analysis in this study is individual namely employees of Syariah banks in Malang.
This study applied the respondents naturally, i.e., without any intervention or treatment, so that
the respondents strongly in real terms objective. To determine the size of the sample in this
study, it is used calculations using formula proposed by Fred N. Kerlinger (1998) as follows:

N

N = -mmmmmmeee
1+Ne2

Description:
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n = sample size

N = population size

e = the percentage of allowances inaccuracy (precision) for making errors
samples are still tolerated or desired.

With a population size of 436 and a level of inaccuracy allowance of 5% then the
number of samples of 141 people. Sampling technique used random sampling. This study is
limited to three variables, namely the independent variable is the compensation (financial and
nonfinancial), job satisfaction is an intervening variable and the dependent variable is the
performance of the employees. Before the study started, first tested the validity and reliability
of the instrument. The result shows that the instrument is worth using because it has met the test
instrument validity and reliability. Data were collected using a questionnaire, and to confirm
the material used method of documentation and interviews. Data analysis applied descriptive
statistics and path analysis, completed with path analysis using SPSS statistical software. The
steps that must be done in path analysis are as follows:

1) Formulates and Hypothetical structural equation.
Based on the picture above model the structural models formulated as below.
Structural Model: Y = Pyx1X1 Pyx2X2 +++ Py PyzZ ¢ 1
Calculating the path coefficients based on regression coefficients, which consists of
2) Drawing a complete path diagram, determine the structure and sub-structure equations
formulated in accordance with the proposed hypothetical - Calculating the coefficients
regression structure has been formulated. Of multiple regression equation is: Y = Pyx1X1
Pyx2X2 +++PyPyzZ ¢ 1
3) Hypothesizing test model.
4) Accountability Testing Model
This test is done to determine how much influence all the independent variables to the
dependent variable, and also know the coefficient of determination of total, total data
variability can be explained by the model is measuredby: R2m=1-P¢g1.P¢2..Pep. Inthis
case the interpretation of the R 2 m equal to the coefficient of interpolation determination.
5) Interpreting the results
Done by looking at significant coefficients how much value that have direct or indirect.
Of the value of this coefficient can be seen where the variables that have a dominant influence
and variables which are not.
6) Improving the model
To improve the structure used path analysis theory trimming is by removing it from the
model independent variables were not significant path coefficients.
7) Hypothetical Test
Hypothetical test basis in this research are:
If the probability> real level that is chosen is 00:05 then ho received. This means that no
partial effect of the independent variables to the dependent variable. If the probability
<0.05 chosen real level then ho rejected. This means there is influence of independent
variables on the dependent variable

3. Results

In general, the employee assumes financial compensation and nonfinancial compensation they
received in the category of good. Job satisfaction, as well as being on the level of satisfaction,
while the majority of the employee’s performance is at a high level. The results of this study
show that in developing countries such as Indonesia problem of labor recruitment through
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outsourcing will not have much effect on job satisfaction and employee performance, but must
be balanced with adequate financial and nonfinancial compensation. This happens because the
country is in high growing population and very difficult search of work, so very many
unemployed that they accept all the jobs offer. The average employee’s job is on the lower
level, if the study was conducted in mid-level employees at or above the level of the result may
be different, employees at this level they are working not just to get a revenue alone more than
it actually is they also want actualize themselves with a variety of creations and innovations.
This condition is actually the same as in Uganda (R. Benjamin, et.al, 2012), states there is a
positive impact of outsourcing labor to the performance of commercial banks in the context of
competition. General description of all variables indicate the level of compensation received by
employees whether they are financial and non-financial compensation at the level satisfied,
somewhat satisfied, and very satisfied. Perhaps this information can explain why there is no
fluctuation in the use of outsourcing in Syariah banking. Reasonableness of the compensation
level is then indicated their existing employees job satisfaction level is quite satisfied,
dissatisfied and very dissatisfied. This condition makes the employee’s performance is also
quite good level, good and excellent. There is other information that is obtained is also
outsourcing model Syariah banking is different from other companies because recruitment
outsourcing is derived from Syariah banking association is not derived from an independent
private company, which is basically just want to make a profit from the labor supply by cutting
outsourcing labor revenue. In Syariah banking because it comes from the association of
Syariah banking there is no income cut payroll outsourcing. In fact, if they work within two
years if shown a good performance, they can be appointed as an employee, so it is not purely an
extended contract system every year between companies outsourcing the recipient company. If
this model can be adopted by companies outside Syariah banking companies may not cause
turmoil as occurred in Indonesia today.

A\ Macrothink International Journal of Learning & Development

4. Discussion
Discussion on The findings Interpersonal Variables

Before discussing more about the inferential findings, it is presented first the
table on direct and indirect effects among variables in path analysis.

Table 1. Table Effect of Total by Model Findings

Hypothesis Correlation | Direct Effect Indirect Effect Total Effect
H1= X1 Y 0.770 0.770 0.770
H2=X1 Y 0.779 0.871 0.895 0.779
through Z
H3= X2 Y 0.521 0.521 0.571
H4= X2 0.310 0.347 0.895 0.310
Y through Z

Source: Result Analysis Based on Field Data 2012

4.1. The Influence of Financial Compensation Directly To Employee Performance

The results of the analysis of the data shows that there is a significant positive effect of
financial compensation on employee performance. This finding supports the findings of fact
made by the former research (Mathis and Jackson, 2000). In simple compensation is something
that employees received as remuneration for their work. Simamora (2004) says that in the form
of financial compensation for employees is important, because with the compensation they can
fulfil their needs directly, especially the physiological needs. However, the employees must
also hope that it receives compensation in accordance with the sacrifice that has been given in
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the form of nonfinancial also very important for the employees especially for their career
development. In research Yukl and Latham, 1975; Latham and Pursell, 1976; Yukl, Wexley
and Seymour, 1972 (cited by Wexley and Yukl, 1988) suggests that the incentive wage / salary
does not give consistent results on the performance of the employees. According Prawiro
Sentono, 1999 performance will be good when the employee are paid of a salary is in
accordance with the agreements. The results are in line with the latest research conducted by
Benjamin R et.al. (2012) with the title Explaining Outsourcing Performance in Uganda's
Commercial Banks, the influential financial compensation on employee performance
outsourcing in commercial banks in Uganda. This effect is more common in lower-level
employees and employees who had entered. Another study also conducted Muneeb Ahmad et
al (2012) under the title Causes on Increasing Demand of Employees Outsourcing and Its
Impact On Pakistan Business, the results showed no positive effect of financial compensation
on employees’ performance.

A\ Macrothink International Journal of Learning & Development

4.2. The Influence of Financial Compensation to Employee
Performance Through Job Satisfaction

The results of this study indicate that there is a significant positive effect toward compensated
employee performance through employee satisfaction. The results are in line with the findings
of Khaleed Mahmud et al. (2012) with the title Human Outsourcing: A Study On
Telecommunication Sector In Bangladesh, concluded that there is significant influence
between performance and financial compensation to employees through satisfaction for
outsourcing employees in telecom company in Bangladesh. Other studies with more or less the
same conclusion made by Yahya Kamyabi et.al. (2012) in Iran with the title Accounting
Outsourcing and Firm Performance In Iranian SMSe, the results show that there is a
significant financial compensation on employee performance through the satisfaction of the
personnel in the accounting outsourcing firms in Iran. The results are consistent with the results
of the study According to As'ad Ghiselli and Brown, (2008) suggested five factors that lead to
job satisfaction, namely (a) position (position), (b) rank (group), (c) age, ( d) Financial
Assurance and social security, (e) quality control. Hulin (1996 in As'ad, 2008) suggests that
often in ways that are taken to improve the management of employee performance by
increasing salaries or wages of labor is a key factor to achieve job satisfaction. This reasoning
is not entirely wrong because with a salary he will be able to carry out their daily lives. But the
fact that a high salary is not always the main factor to achieve job satisfaction. Other than that
so far a lot of companies that have provided relatively high salaries, but there are many
employees who are dissatisfied and unhappy with their jobs. Salary only give temporary
satisfaction because satisfaction with salary is influenced by the needs and value of the person
concerned. However, for new employees or at a low level of compensation influence on job
satisfaction is very important that in turn will improve employee performance.

4.3. The Effect of Nonfinancial Compensation to Employee Performance

The results of this study indicate that there is a significant positive effect of financial
compensation on employee performance. The results are in line with the Maslow’s theory of
motivation by the Mar’at (2005) that financial compensation is only effective to improve the
performance, especially for employees who are new to the work and the employees received a
lower level. But for long-time employees and employees working at middle to upper levels,
they actually require more nonfinancial compensation. Nonfinancial compensation in the form
of awards for their work performance, providing the opportunity for self-actualization, etc. The
results of this study are also supported by a study of the results of this study are in line with the
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latest research conducted by Benjamin R et al. (2012) with the title Explaining Outsourcing
Performance In Uganda’s Commercial Banks, that nonfinancial compensation greatly affect
the performance of the outsourcing employees in commercial banks in Uganda. This effect is
more common in lower-level employees and employees who had entered. Another study also
conducted Muneeb Ahmad et al (2012) under the title Causes on Increasing Demand of
Employees Outsourcing and Its Impact on Pakistan Business, the results show a positive
influence ad nonfinancial compensation on employee performance.

Explained in detail nonfinancial compensation is comprised of: (a) Employment.
Non-financial compensation from the challenging work tasks interesting, responsibility, and
recognition. These employees tend to prefer jobs that provide an opportunity to assess their
ability to work and challenge in work (b) Work Environment. Nonfinancial compensation
stemming from the work environment such as social status may be, the pride of the employees
and a pleasant working environment. The employees care about the working environment both
for personal comfort or to ease the task well. For most employees work also fills the need for
social interaction. Therefore, it can be concluded that co-workers were friendly and supportive
will provide increasing job satisfaction. Working environment is the environment that
surrounds the concrete and the abstract one. The work environment is the closest intended work
environment that is directly felt by the employees in this case are the workers (c) Awards.
Respect for employees is meant, for the employee to succeed in carrying out their own
opportunities to develop the creativity of the job tasks that the obligation and responsibility.
This is useful for employees in order to work towards achieving maximum results as expected.
The award was given for the success of employees who can develop the power of creativity to
the task of a good job, then the company should reward the achievements of employees (d)
Promotion. One thrust of employees in work at a company or organization is the opportunity to
progress. It’s human nature, that in general they require a change for the better, more advanced
than the current position obtained. Therefore, the employee wants an advance in life. Progress
in this regard is promotion. This understanding is strengthened by Ranupanjojo and Husnan
(1997) that “promotion is a shift from one position to another position higher accompanied
with an increase in salary or wages and other rights”. Another compensation is the
complementary which by Handoko (2001) is categorized into four, namely: (1) Payment of
wages for time not worked (time of benefit): (1.1.) Time off. Providing a break in the execution
of the work, productivity can be increased. The forms include rest periods, meal periods and
time periods wash (wash or change clothes) (1.2.) Sick days. Each company provides an
opportunity for employees to be absent from their job with the maximum number of sick days
per year. To avoid misuse of the company requires every employee does not work due to illness
must show proof of a doctor (1.3.) Vacation leave. The Company generally follows the
day-to-day official holiday in providing holidays for employees. In addition, company
personnel policy often gives periods of leave during a certain time limit (1.4.) Other reasons.
Other reasons determined by the discretion of the company include: pregnancy, accidents,
prolonged illness, military service, or the funeral (2) economical protection against hazards
typically health insurance program and pension insurance that covers that can be forged in
cooperation with companies insurance services. Form of protection, among others: (2.1.)
Guarantee payment of wages within a certain time during a specific time period (2.2.) Pension
plans (2.3.) Retirement benefits (2.4.) Allowance treatment. (3) The employee services
programs to meet the needs of employees in the form: (3.1.) Recreation program (3.2.) Housing
program (3.3.) Cafeterias (3.4.) Scholarship (3.5.) Facility purchase financial counseling and
legal (3.6.) Other services.
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4.4. The Effect of Nonfinancial Compensation to Performance Through Employees’ Job Satisfaction

The results of this study indicate that there is a significant positive effect on the performance of
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non-financial compensation of employees through employee satisfaction. The results are in
line with the findings of Cathy Sheehan (2012) with the title Outsourcing HRM Activities In
Australian Organizations, said that there was the influence of nonfinancial compensation on
employee performance through employee satisfaction. These results are also consistent with
the findings of Khaleed Mahmud et al. (2012) with the title Human Outsourcing: A Study On
Telecommunication Sector In Bangladesh, concluded that there is significant influence
between nonfinancial compensation for employees’ performance through satisfaction for
outsourcing employees in telecom company in Bangladesh. Other studies with more or less the
same conclusion made by Yahya Kamyabi et al. (2012) in Iran under the title Accounting
Outsourcing And Firm Performance In Iranian SMSe, the results show that there is a
significant effect of the nonfinancial compensation on employee performance through the
satisfaction of the personnel in the accounting outsourcing firms in Iran. The results are in line
with the findings. The statement of Vroom gave many clues why job satisfaction and
performance is interrelated each other despite the fact that both are caused by something
different. Even Robbins (2007) stated the relationship of both is more appropriately called “the
myth of management” and it is difficult to establish where the cause and effect relationship of
both leads. However many researches found evidence that organizations with more satisfied
employees tend to be more effective than organizations with less satisfied employees.
Expectance theory of Vroom assumed that reward causes satisfaction and in some things
probably performance generates a reward, then the chances of what happens between
satisfaction and performance is through a third variable, namely reward. Put simply illustrated
that good performance will result in rewards, which in turn will lead to satisfaction and
employee performance. Furthermore job satisfaction on salary, promotion, supervision, etc.
have direct and positive effect on performance. Rao (1996) adds that there are some things that
can make employees more willing to perform the work, namely: (1) The employees will work
hard if they felt needed by the organization (2) The employee would have worked better if they
are clear about what is expected of them and if they occasionally authorized to change those
expectations (3) The employees will work better if they feel that the organization provides
opportunities for the achievement of their work to be appreciated and rewarded (4) The
employees will work if they know that the organization provides opportunities to develop and
as far as possible to use their abilities and (5) The employees would have worked better if they
are trusted and treated with respect. Or in other words, employees want to work for an
organization's culture is influenced both then impact on satisfaction with the work itself, which
in turn will affect their performance.
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5. Conclusion

Compensation received by outsourcing employees of Syariah banks in the city of Malang, both
financial and nonfinancial compensation is generally perceived as the level of satisfaction, job
satisfaction of outsourcing employees of Syariah banks in the city of Malang, perceived
satisfaction and performance of outsourcing employees of Syariah banks in the city of Malang
on either level (1) There is a significant positive financial compensation directly to employees’
performance (2) There is a significant positive financial compensation to performance through
job satisfaction (3) There is a significant positive effect on the performance of nonfinancial
compensation of employees directly (4) There is a significant positive effect of nonfinancial
compensation to employees’ performance through job satisfaction (5) The function of
intervening variables (satisfaction) amplifies the effect of compensation on employee
performance. From these results suggested (1) For Syariah Banks: Results showed that
employees claimed financial compensation, nonfinancial compensation received has been
good, quite good and very good encourage outsourcing employees’ job satisfaction and
employees’ performance. Therefore, these conditions must be maintained in order the system
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develops during this revamped as implemented in other companies outside Syariah banking,
which in turn can cause turbulence (2) For other companies and governments need to adopt the
use of labor outsourcing models practiced in Syariah banking. Where recruitment patterns
prepared by the association of Syariah banking, so it does not harm the employee income since
no deduction of wages or salaries of employees upon acceptance of employment. In addition,
within the specified time employees can be recruited as permanent employees on Syariah
banking, if the model is implemented in Indonesia, it will reduce the demonstrations in the
streets and can ensure future employees.
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