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Abstract: The purpose of this study was to determine the effect of compensation equity and 

development opportunities as well as psychological meaningfulness on employee 

engagement. The study was conducted on 150 generation Z employees in Central 

Java. Analysis using SEM (AMOS) shows several findings: compensation fairness 

affects psychological meaningfulness; fairness compensation has no effect on 

employee engagement; career opportunities for psychological meaningfullness; 

Career opportunities have no effect on employee engagement; Psychological 

meaningfullness affects employee engagement. 
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1. Introducing 

Competition in the business world between companies makes companies have to concentrate on a 

series of processes or activities for creating products and services related to employee performance. 

Companies want to show their best to gain a competitive advantage. One of them is by recruiting 

employees who are able to work in accordance with the compensation offered by the company 

(Kelvin, 2010). Employees are an asset of a company. The productivity and profitability of the 

company depends on how well the employee is performing. Employees who perform well will 

contribute more to the organization than employees who perform poorly. Employee performance is 

influenced by how these employees interpret, contribute, and are involved in their work (Galup, 

Klein & Jiang, 2008). The problem in this study is that generation Z employees are not able to be 

managed properly by the company due to a crisis of experience so that employees from generation 

Z feel unable to develop their careers, eventually many generation Z employees choose to have 

careers at other companies that are more promising in terms of compensation and career 

development, but some have survived as a form of commitment to the company. Generation Z 

employees who remain are what ultimately form an engaged attitude towards the company. The 

problem in this study is that generation Z employees are not able to be managed properly by the 

company due to a crisis of experience so that employees from generation Z feel unable to develop 

their careers, eventually many generation Z employees choose to have careers at other companies 

that are more promising in terms of compensation. and career development, but some have 

survived as a form of commitment to the company. Generation Z employees who remain are what 

ultimately form an engaged attitude towards the company. 

This research is supported by a research gap, which according to Anvari et al. (2011) fairness 

compensation and development opportunities have a positive effect on psychological 

meaningfulness, Douglas et al. (2014) showed psychological meaningfulness had a positive effect 

on employee engagement, while Tladinyane et al. (2014) showed psychological meaningfulness 

had no significant effect on employee engagement. 
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2. Literature Review and Hypothesis Relationship 

Employee Engagement 

Saks (2006) argues that employee engagement is how the employees are physically, cognitively 

and emotionally displayed. Employee involvement in their performance role with passion for the 

job role served. The cognitive aspect of employee engagement deals with employees' beliefs about 

organizational factors such as, how to be led, by whom and the working conditions that exist in the 

organization. The emotional element deals with how employees have a positive or negative effect 

on the organization and its leaders. The physical aspect relates to the physical energy used by 

employees to carry out their organizational roles (Albrecht, 2010). 

 

Psychological Meaningfulness 

Psychological meaningfulness is the psychological condition of the engaged person. Skill variety 

affects the engagement level of an employee. Employees will devote their energies to doing work 

so that they can contribute to the organization. Thus employees will perceive their work as 

important and an opportunity for them to develop, be internally motivated, satisfied with work and 

have quality work. Such conditions will make employees experience psychological meaningfulness 

(Douglas et al., 2014). 

Compensation Justice 

Organizations use compensation to motivate their employees. Another problem is that it is 

compensation that effectively motivates other employees. Basically, working people also want to 

get money to make ends meet. For this reason, an employee begins to appreciate hard work and 

increasingly shows loyalty to the company and that's why the company rewards employee work 

performance by providing fair compensation. One way for management to improve work 

performance, motivate and improve employee performance is through fairness compensation 

(Alamzeb et al., 2012). 

 

Development Opportunities  

Development opportunities are related to formal and informal training to learn new knowledge / 

skills / abilities (Milkovich & Newman, 2002). Formal training is often associated with the 

introduction of a new job, it is also associated with changes in technology or procedures. Formal 

training can be coordinated and taught by human resource professionals or other professionals 

within the organization, or workers can be sent for training programs offered by professional 

associations or universities even assigned to further studies. 

 

The Effect of Compensation Justice on Psychological Meaningfulness 

Anvari et al., (2011) one of the objectives of compensation justice is psychological meaningfulness. 

Fair and proper compensation can maintain and psychological meaningfulness of employees to 

increase work productivity. Coetzee & Bergh (2009) said that psychological meaningfulness is an 

important factor that affects how and why people work for an organization and not another. 

 

H1: Fairness of compensation has a positive effect on psychological meaningfulness 

The Effect of Compensation Justice on employee engagement 

Hedger (2007) states that the results of a survey of the five highest survival factors are: 1) an 

attractive and challenging work environment, 2) learning and development opportunities, 3) 

working with good and right people, 4) fair wages , 5) supportive superiors 

H2: Compensation has a positive effect on employee engagement 

Effect of growth opportunity on Psychological Meaningfulness 

Anvari et al., (2011) said that development opportunities need to be provided with the aim of 

showing an employee's self-actualization ability at work. Meanwhile, Douglas et al., (2014) added 
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strengths that would encourage the development and formation of a career, including (1) ethnicity, 

(2) gender, (3) peers and (4) age. From here an idea of a career is closely related to the need for 

self-esteem and the need for self-actualization. 

 

H3: The opportunity to develop has a positive effect on psychological meaningfulness 

The influence of development opportunities on employee engagement 

The results of research by Nouri & Parker (2013) state that the opportunity to influence employee 

involvement in organizations is career development. The employee will have a social exchange 

relationship and complete his obligations to the company. This is supported by research by 

Smaliukiene et al., (2013) which also provides results that employee competency development 

through flexible career management provides employees with attitudes to achieve work balance 

and employee involvement in the organization. 

 

H4: Development opportunities have a positive effect on employee engagement 

The effect of Psychological Meaningfulness on employee engagement 

Psychological meaningfulness is the psychological condition of the engaged person. 

Meaningfulness will also be experienced by employees whose work assignments are challenging. 

The more skills required to do a task will make employees feel challenged. Feeling challenged is an 

emotional aspect of engagement, this is evidenced by research conducted by Anvari et al., (2011) 

that challenging work is the main factor that encourages employees to be engaged. Douglas et al., 

(2014) indicated that psychological meaningfulness had a positive effect on employee engagement. 

 

H5: Psychological meaningfulness has a positive effect on employee engagement 

 

3. Research Methodology 

Population is a generalization area consisting of objects or subjects that have certain qualities and 

characteristics that are determined to be studied and conclusions are drawn (Sugiyono, 2010). The 

population in this study were all employees of generation Z working in manufacturing companies 

in Central Java who have worked for less than two years. The sampling design used in this study is 

nonprobability sampling. Nonprobability sampling is a sampling technique that does not provide 

equal opportunities or opportunities for each member of the population to be used as samples 

(Sugiyono, 2008). Nonprobability sampling is used when the size of the elements in the population 

is unknown. In this study, purposive sampling was used, in which researchers understood that the 

information needed could be obtained from a particular group that was able to provide the desired 

information and they had fulfilled the predetermined criteria (Ferdinand, 2014). This technique was 

chosen because the population is too large. The number of samples is 150 samples. 

 

4. Results And Discussion 

Picture  1. Framework 
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Reliability is a measure of the internal consistency of the indicators of a formation variable which 

shows the extent to which each indicator shows the same formation variable. There are two ways to 

test reliability, namely by composite / construction reliability and variance extraction. The cut-off 

value of the construction reliability is at least 0.70 while the cut-off value for the extracted variant is 

at least 0.50. The extracted variance shows the magnitude of the variance of the extracted indicator 

by the developed variable formation. High variance extraction values indicate that the indicators are 

well represented by the developed variables (Ghozali, 2013). 

 

Table 1. Reliability and Variance Extracted Test 
Variable Reliability

 
AVE 

COMPENSATION JUSTICE 
 

0,87 0,68 

DEVELOPMENT 

OPPORTUNITIES
 

0,82 0,65 

PSYCOLOGICAL 

MEANINGFULLNESS 
 

0,90 0,70 

EMPLOYEE ENGAGEMENT  

 

0,97 0,76 

 

Reliabilitas untuk setiap konstruk ternyata tinggi, semua nilai berada di atas nilai potong 0,70. 

Hasil perhitungan varians yang dihitung menunjukkan bahwa semua konstruksi memenuhi syarat 

cut of value minimum 0,50. 

 

Table 2. Hypothesis Measurement 

 
HYPOTHESIS Estimate S.E. C.R. P Label 

PSYCOLOGICAL_MEANINGFULLNE

SS 

<--

- 

DEVELOPMENT_OPP

ORTUNITIES 
0,678 ,097 6,984 *** par_5 

PSYCOLOGICAL_MEANINGFULLNE

SS 

<--

- 

COMPENSATION_JU

STICE 
0,187 ,072 2,579 0,010 par_12 

EMPLOYEE_ENGAGEMENT 
<--

- 

PSYCOLOGICAL_ME

ANINGFULLNESS 
1,583 ,587 2,699 0,007 par_7 

EMPLOYEE_ENGAGEMENT 
<--

- 

DEVELOPMENT_OPP

ORTUNITIES 
-0,515 ,427 -1,207 0,227 par_9 

EMPLOYEE_ENGAGEMENT 
<--

- 

COMPENSATION_JU

STICE 
-0,133 ,147 -,908 0,364 par_13 

 

Interpretation of Hypothesis Testing Results 1 

The estimated parameter for testing the effect of compensation equity on psychological 

meaningfulness shows a CR value of 2.579 and a probability of 0.010. The two values obtained 

meet the requirements for H1 acceptance, namely a CR value of 2.579 which is greater than 1.96 

and a probability of 0.010 which is smaller than 0.05. Thus it can be concluded that compensation 

justice has a significant effect on psychological meaningfulness. Coetzee & Bergh (2009) said that 

psychological meaningfulness is an important factor that affects how and why people work for an 

organization and not another. 

 

Interpretation of Hypothesis Testing Results 2 

The estimation parameter for testing the effect of compensation fairness on employee engagement 

shows a CR value of 0.908 and a probability of 0.364. The two values obtained did not meet the 

requirements for H2 acceptance, namely the CR value of 0.908 which is smaller than 1.96 and the 
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probability of 0.364 which is greater than 0.05. Thus, it can be concluded that compensation 

fairness has no effect on employee engagement.  

 

Interpretation of Hypothesis Testing Results 3 

The estimation parameter for testing the effect of development opportunity on psychological 

meaningfulness shows a CR value of 6.984 and a probability of 0.001. The two values obtained 

meet the requirements for acceptance of H3, namely the CR value of 6.984 which is greater than 

1.96 and the probability of 0.001 which is smaller than 0.05. Thus, it can be concluded that 

development opportunity has a positive effect on psychological meaningfulness. Anvari et al., 

(2011) said that development opportunities need to be provided with the aim of showing an 

employee's self-actualization ability at work. 

 

Interpretation of Hypothesis Testing Results 4 

The estimation parameter for testing the effect of development opportunities on employee 

engagement shows a CR value of 1.207 and a probability of 0.227. The two values obtained meet 

the requirements for acceptance of H4, namely the CR value of 1.207 which is smaller than 1.96 

and the probability of 0.227 which is greater than 0.05. Thus, it can be concluded that development 

opportunities have no effect on employee engagement.. This is not supported by research by 

Smaliukiene et al., (2013) which also provides results that employee competency development 

through flexible career management for employees provides attitudes to achieve work balance and 

employee involvement in the organization. The results of research by Nouri & Parker (2013) state 

that the opportunity to influence employee involvement in organizations is career development. 

The employee will have a social exchange relationship and complete his obligations to the 

company. 

 

Interpretation of Hypothesis Testing Results 5 

The estimation parameter for testing the effect of psychological meaningfulness on employee 

engagement shows a CR value of 2.699 and a probability of 0.007. The two values obtained meet 

the requirements for acceptance of H5, namely the CR value of 2,699 which is greater than 1.96 

and the probability of 0.007 which is smaller than 0.05. Thus, it can be concluded that 

psychological meaningfulness has a positive effect on employee engagement. Anvari et al., (2011) 

stated that challenging work is the main factor that encourages employees to be engaged. Douglas 

et al., (2014) indicated that psychological meaningfulness had a positive effect on employee 

engagement. 

Companies must attract, motivate and retain competent employees. If this can be achieved 

through a compensation system, then the organization should strive to provide fair compensation. If 

employees feel that they are being compensated unfairly, they will limit or reduce their work 

productivity or may even leave the company and look for other jobs. In other words, compensation 

inequality can lead to poor performance or overall organizational performance. The design and 

implementation of a compensation system must ensure that there is external justice, internal justice 

and individual justice through the design and establishment of effective salary structures and 

appropriate pay levels. Psychological meaningfulness is the psychological condition of the engaged 

person. Meaningfulness will also be experienced by employees whose work assignments are 

challenging. The more skills required to do a task will make employees feel challenged. Feeling 

challenged is an emotional aspect of engagement, this is evidenced by research conducted by 

Anvari et al., (2011) that challenging work is the main factor that encourages employees to be 

engaged. Douglas et al., (2014) indicated that psychological meaningfulness had a positive effect 

on employee engagement. 
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5. Conclusion 

Organizations use compensation to motivate their employees. Another problem is that it is 

compensation that effectively motivates other employees. Basically, working people also want to 

get money to make ends meet. For this reason, an employee begins to appreciate hard work and 

increasingly shows loyalty to the company and that's why the company rewards employee work 

performance by providing fair compensation. One way for management to improve work 

performance, motivate and improve employee performance is through fair compensation. The 

management of manufacturing companies in Central Java is always trying to improve employee 

welfare by providing salaries and incentives, THR, leave allowances and life / health insurance, 

this can improve compensation fairness. Central Java company management provides faster 

promotion opportunities for those who have the potential and skills as a generation Z employee. 

 

Future Research Suggestion 

The results of this study and the limitations found in the study can be used as a source of ideas for 

the development of this research in the future, so the suggested expansion of this research is to add 

independent variables that affect employee engagement. The variables suggested are: performance, 

commitment and so on. 

 

Reference 

Albrecht, S.L. (2010).  Handbook Of Employee Engagement-Perspective, Issues, Research And 

Practice. USA: Edward Elgar Publishing Limited. 

Andrew, OC & Sofian, S. (2012). Individual Factors and Works Outcomes of Employee 

Engagement. Procedia Sosial and Behavioral Sciences. Vol. 40  

Bakker, A.B., Schaufeli, W.B., Leiter, Michael P., & Taris, T.W. (2009).  Work engagement:  An  

emerging  concept  in  occupational  health  psychology (vol. Ke-22), 187-200. 

Beatrice, IJM. (2008). Age Effects on the Employability-Career Success Relationship. Journal of 

Vocational Behavior.  

Berry, Mary Lynn. (2010). Predicting Turnover Intent : Examining the Effects of Employee 

Engagement, Compensation Fairness, Job Satisfaction, and Age. Dissertation. The 

University of Tennessee  

Chiu,  R. K.,  Luk,  V. W.,  Tang,  T.  L. (2002),  Retaining  And  Motivating Employees:  

Compensation  Preferences  In  Hong  Kong And  China, Personnel Review. 31, 402-431. 

Dewi, Diah Indiana. (2012). Pengaruh Kompensasi dan Penilaian Kinerja terhadap Employee 

Engagement di PT. Asuransi Jasa Indonesia (Persero) Kantor Pusat. Tesis. Universitas 

Indonesia 

Dharmawan, Breend Benny. (2014). Analisis Pengaruh Dukungan Organisasi dan Kompensasi 

terhadap Motivasi untuk Meningkatkan Kinerja Karyawan (Studi Pada Lembaga 

Pendidikan Akademi Kepolisian Semarang) . Tesis. Universitas Diponegoro 

Dicke, C., Holwerda, J., & Kontakos, A. (2007). Employee engagement: What do we  really  

know?  What  do  we  need  to  know  to  take  action? .  Paris: Marriot Paris Champs-

Elyses. 

Dubois,  D. D.,  Rothwell,  W.  J. (2004),  Competency-Based  Human  Resource Management, 

Davies- Black Publishing, Inc., California. 

Elmuti, Dean, Grunenald, Julian & Abebe, Dereje. (____). Consequences of Outsourcing Strategies 

on Employee Quality of Work Life Attitudes and Performance. Journal of Business 

Strategies. Vol. 27 No. 2 

Ferdinand, A. (2002).Structural Equation Modelling Dalam Penelitian Manajemen Edisi 2 Seri 

Pustaka Kunci 03. Badan Penerbit Universitas Diponegoro Semarang 

https://www.onlinejournal.in/
https://www.onlinejournal.in/ijir/
https://www.onlinejournal.in/v3i92017/
https://jurnal.stie-aas.ac.id/index.php/IJEBAR


 

International Journal of Economics, Business and Accounting Research (IJEBAR) 

Peer Reviewed – International Journal 

Vol-4, Issue-4, 2020 (IJEBAR) 

E-ISSN: 2614-1280 P-ISSN 2622-4771 

https://jurnal.stie-aas.ac.id/index.php/IJEBAR 

 

International Journal of Economics, Business and Accounting Research (IJEBAR)                             1170 

 

Ferdinand, A.,(2005) Structrural Equation Modeling Dalam Penelitan Manajemen. Badan Penerbit 

Universitas Diponegoro Semarang 

Fuad Mas’ud, (2004), Survai Diagnosis Organisasional (Konsep dan Aplikasi). Badan Penerbit 

Universitas Diponegoro 

Gardner,  D. G., Dyne,  L. V.,  Pierce,  J.  L.(2004),  The  Effect  Of Pay  Level  On Organization-

Based Self- Esteem And  Performance:  A  Field  Study,  Journal   Of  Occupational   And   

Organizational  Psychology. 77, 307-322. Hair,  J.  F.,  B 

Harry, Antonius. (2014). Pengaruh Kompensasi, Status/Pengakuan, dan Kesempatan Berkembang 

terhadap Employee Engagement pada Karyawan Universitas Sanata Dharma. Tesis. 

Universitas Atma Jaya Yogyakarta 

Hartono, Jogiyanto, (2005), Analisis & Desain Sistem Informasi : Pendekatan Terstruktur Teori 

dan Praktek Aplikasi Bisnis. Yogyakarta : Andi 

Hedger,  Andrienne.  (2007),   Five   Ways   To   Strengthen   Your   Engagement And Retention 

Strategies, Workforce Management.  86, 31-37. 

Hossein, Nouri & Parker, Robert .J. (2012). Career Growth Opportunities and Employee Turnover 

Intentions in Public Accounting Firms. The British Accounting Review. Vol.45 

Indriantoro, N.,Bambang., (2009), Metodologi penelitian Bisnis untuk Akuntansi dan Manajemen, 

BPFE UGM 

Ivancevich,  J.  M.(2004),  Human Resource Management, 9th ed., McGraw-Hill Companies, Inc., 

New York. 

Ketter, Paula. (2008),  What’sThe Big Deal About Employee Engagement?,  T+D. 62, 45- 50. 

Knight, Robert. (2011). A Study Of Employee Engagement at Topaz’s South Dublin Region 

Service Stations. Dissertation. Natural College Of Ireland 

Markos, Solomom. (2010). Employee Engagemnt : The Key to Improving Performance. 

International Journal of Business and Management. Vol. 5 No. 12 

Milkovich, G. T., Newman, J. M.(2002), Compensatigon, 7th ed., McGraw-Hill Companies, Inc., 

New York. 

Pandapotan, Eben Tua. (2013). Pengaruh Variabel Pendidikan, Upah, Masa Kerja dan Usia 

terhadap Produktivitas Karyawan (Studi Kasus pada PT. Gandum Malang). Skripsi. 

Universitas Brawijaya 

Paradise, Andrew. (2008), Influences Engagement,  T + D. 62, 54-60 

Perrin,  T.  (2003).  Working  Today:  Understanding  What  Drives  Employee Engagement. 

Towers Perrin Talent Report. 

Ram, Padmakumar. (2011). The Role of Employee Engagement in Work-Related Outcomes. 

Interdiciplinary Journal of Research in Business. Vol 1 Issues 3 

Rehman, Khan, & Lashari. (2010). Effect of Job Rewards on Job Satisfaction, Moderating Role of 

Age Differences : An Empirical Evidence From Pakistan. African Journal of Business 

Management. 4(6),1131-1139 

Renard,   M.   K.   (2008).   It’s   All   About   The   Money:   Chris   And   Pat Compare Salaries,   

Journal of Management Education.  32, 248-261. 

Right  Management.  (2009).  Employee  Engagement:  Maximizing  Organizational Performance. 

Philadelphia:_________ 

Ruslan, et al. (2014). The Relationship Between Psychological Meaningfulness and Employee 

Engagement : Moderating Effect of Age and Gender. Journal of Asian Scientific Research. 

4(12),711-722 

Sajjadi, A., Sun, B. C., & Castillo, C. A. (2012). Generational differences in work attitudes. 

Saks,  A.  M. (2006),  Antecedents And  Consequences  Of Employee Engagement, Journal of  

Managerial Psychology.  21, 600-619. 

Schaufeli, W., & Bakker, A. (2003). Utrecht Work Engagement Scale, Preliminary Manual Version 

1. Occupational Health Psychology Unit, 1-58. 

https://www.onlinejournal.in/
https://www.onlinejournal.in/ijir/
https://www.onlinejournal.in/v3i92017/
https://jurnal.stie-aas.ac.id/index.php/IJEBAR


 

International Journal of Economics, Business and Accounting Research (IJEBAR) 

Peer Reviewed – International Journal 

Vol-4, Issue-4, 2020 (IJEBAR) 

E-ISSN: 2614-1280 P-ISSN 2622-4771 

https://jurnal.stie-aas.ac.id/index.php/IJEBAR 

 

International Journal of Economics, Business and Accounting Research (IJEBAR)                             1171 

 

Sebastian, Y., Amran, D., & Youth Lab. (2016). Generasi Langgas: Millennials Indonesia. Jakarta: 

Gagas Media. 

 

Sekaran, Uma, 2006, “Research Methods for Business”. Penerbit Salemba Empat. Jakarta 

Smaliukiene, Rasa , Korsakiene, Renata & Tvaronaviciene. Manuela. (2013). Career Management 

opportunities in International Labour Market : A Theoretical Perspective Sosial and 

Behavioral Sciences. Vol 110 

Smith,  G.R.,  &  Markwick,  C.  (2009).  Employee  Engagement:  A  Review  Of  Current 

Thinking.UK: Institute for Employee Studies. 

Sopiah. (2013). The Effect of Compensation toward Job Statisfaction and Job Performance of 

Outsourcing Employees of Syariah Banks in Malang Indonesia. International Journal of 

Learning and Development. Vol. 3 No. 2 

Sriwongwanna, Jaturong. (2009). Understanding the Impact of Outsourcing Human Resource 

Activities on Attitudes and Behaviours. Thesis. Murdoch University. 

Sugiyono, (2010) . Metode Penelitian Bisnis. Alfabeta. Bandung. 

Sundaray, Binjay Kumar. (2011). Employee Engagement : A Driver of Organizational 

Effectiveness. European Journal of Business Management. Vol 3 No. 8 

Wellins, R., Concelman, J. (2005), Creating A  Culture  For  Engagement, diunduh  

dariwww.wpsmag.com 

Wulandari, Purwanti. (2009). Analisis Pengaruh Total Returns terhadap Tingkat Engagement 

Dosen Institut Teknologi Bandung. Tesis. Institut Teknologi Bandung  

 

 

https://www.onlinejournal.in/
https://www.onlinejournal.in/ijir/
https://www.onlinejournal.in/v3i92017/
https://jurnal.stie-aas.ac.id/index.php/IJEBAR

