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Abstract 

This study aims to examine the effect of performance measurement system and remuneration on employee 

performance with organizational culture as moderating variable. This research uses survey research design 

with Partial Least Square (PLS) data analysis. Respondents in this study are 66 employees who have 

structural positions in KPP Madya Malang and KPP Pratama Batu. The results showed that the performance 

measurement system can improve employee performance. The results of this study demonstrated that 

organizational culture as a moderating variable was able to strengthen the relationship of performance 

measurement system and remuneration to employee performance. In addition, the results of the study was 

unable to prove that remuneration can improve the employees’ performance, because the remuneration 

given by the directorate general of taxes is not accompanied by a good performance appraisal. 
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Introduction 

 

The Directorate General of Tax (DGT) is one of the most vital government organizations. The 

DGT has the primary duty of collecting the central tax. In order to execute control and evaluation on the 

DGT and subordinate working units in carrying out its duties, it is necessary to conduct a performance 

measurement. 

Performance measurement system that has been applied by the DGT in the form of Main 

Performance Indicators (IKU) of employees (KMK No. 467 /KMK.01/2014 on Performance Management 

in the Ministry of Finance). In addition to implementing an effective performance measurement system, 

remuneration in government is also an integral part of bureaucratic reform policy. This policy is expected 

to create a breakthrough on the phenomenon that shows the bad image of public sector employees today. 

In accordance with Presidential Regulation no. 136 of 2014 on Employee Performance Allowances in the 

Ministry of Finance and Presidential Regulation No. 37 of 2015 on Employee Performance Allowances in 

the Directorate General of Taxes Environment. 

In 2015, the Regional Office of DJP East Java III has many achievements. The performance of 

Regional Offices of East Java DJP III got the first rank of national, the performance of KPP Madya Malang 

is the best national KPP Madya, and the performance of KPP Pratama Batu is the best National Pratama 

KPP for 2015 (Malang Post, 01 January 2016). However in fact, the remuneration that will be received by 

tax officials of DJP Regional Office III East Java for the year 2016 will decrease, because the decreasing 

national income, so that will affect the performance. 

The results of previous studies showed that the relationship between performance measurement 

system and employee performance gave inconsistent results. The results of Hoque and James, 2000; Davis 

and Albright, 2004; Braam and Nijssen, 2004; Rahman, Nasir, and Handayani, 2007; Mintje, 2013; found 

that there was a positive and significant influence between performance measurement systems and 

employee performance. While the results of Kald and Nilsson, 2000; Speckbacher, Bischof and Pfeiffer, 

2003; Hudson, Smart and Bourne, 2001; Hall, 2008; Jusuf, 2013; Simamora, 2014 shows an insignificant 

relationship. 
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The differences in the results of the research encouraged the researchers to examine again by using 

contingency factors. The contingent variable to be used in this research is organizational culture. The 

research results of Ng'ang'a and Nyongesa (2012), Santoso, dkk (2013), Juliningrum (2013), Awadh and 

Saad (2013), Rusman (2015) found that organizational culture has a positive effect on employee 

performance. Organizational culture can be used as a moderating variable because it can strengthen the 

relationship of performance measurement systems and remuneration to employee performance (Hoftsede 

et al., 1990; Goddard, 1997; O'Connor, 1995; Subramaniam and Ashkanasy, 2001; Sardjito, et al., 2007) . 

The dissimilarity of this research with previous research is by testing the influence of performance 

measurement system and remuneration on employee performance using contingency theory, with the 

addition of organizational culture variable as moderating variable. The sample used in this research is 

employees of Malang Tax Service Office and Tax Office Pratama Batu, because both KPP has received the 

first national ranking for achievement of performance. 

 

Literature Review 
Performance measurement system is a very important thing to be done by the company in order to 

improve organizational performance. On the way to improve the performance of employees, the 

organization also needs to pay attention to the rewards provided to employees for the resulting performance, 

namely by providing remuneration. 

Based on the theory of contingencies there is no universal control system that is always appropriate 

to apply to the whole organization in every circumstance (Fisher, 1998). Organizational culture can be used 

as a moderating variable for it can strengthen the relationship of performance measurement systems and 

remuneration to employee performance (Hoftsede et al., 1990; Goddard, 1997; O'Connor, 1995; 

Subramaniam and Ashkanasy, 2001; Sardjito, et al., 2007). 

 

 

 

 

 

 

 

 

 

 
Figure 1. Conceptual Research Framework 

 

Based on conceptual framework of research, hence can be proposed research hypothesis as follows: 

H1: Performance Measurement System Has Positive Influence on Employee Performance 

H2: Remuneration has a positive effect on employee performance 

H3: Positive Impact of Performance Measurement System on Employee Performance is strengthened by 

Organizational Culture 

H4: Positive Impact of Remuneration on Employee Performance is reinforced by Organizational Culture 

 

Methodology 

The population in this study are all employees who have structural positions in KPP Madya 

Malang and KPP Pratama Batu, which amounted to 189 people. The sample used is 66 people. The data 

used by the researchers is primary data obtained directly from the respondents. Methods of data collection 

is done by distributing a number of statement items with a closed format in the form of questionnaires to 

the respondent. 

Moreover, the data analysis employed in this research was Partial Least Square (PLS) with the 

help of SmartPLS 2.0 application. The analysis model using PLS which uses several steps, namely 

designing the structural model (inner model), designing the measurement model (outer model), and 

constructing the path diagram. 

 

Result and Discussion 
Convergent validity can be seen in table 2 which shows the AVE and communality values of all 

constructs over 0,50. Thus, the value of AVE and communality has met the rule of thumb test of convergent 

validity (Chin, 1995 in Hartono and Abdillah, 2015: 195). This indicates that the data has been valid for 
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subsequent testing. 

Discriminant validity test results based on the value of cross loading (attachment) is the value of 

cross loading on each construct indicator has a higher value or accumulate on a predefined construct. This 

proves that each construct can predict the indicators on their block better than other block indicators. 

Based on table 2 it can be seen that the reliability of all constructs has composite reliability value> 0.60 and 

cronbach's alpha is more than 0.70. Hence, it can be concluded that the indicator of each construct has been 

reliable. The value of R2 employee performance as shown in table 2 is 0.866679. This explains that 

employee performance constructs can be explained 86% through the construction of performance 

measurement systems, remuneration, and organizational culture; while 14% is explained through constructs 

outside the model. 

In addition to viewing the value of R2, the structural model measured by the PLS is expected to 

have predictive relevance (Q2). Predictive relevance (Q2) measures how well the observed values generated 

by the model and its parameter estimates (Ghozali, 2011: 26). If the value of Q2 is greater than zero, 

indicating the inner model has predictive relevance. The value of Q2 is calculated by the formula: 

Q2 = 1 - (1 - R2) 

Q2 = 1 - (1 - 0.7511) 

Q2 = 0.7511 

The calculation results show the value of Q2 for the inner model of 0.7511 which means that this 

research model has a large predictive relevance, because the value is greater than zero so it is suitable for 

hypothesis testing. 

The result of testing of structural model is evaluated by using significance test through bootsraping 

process on PLS by using coefficient of path, while moderation effect of significance test is seen in Total 

Effect table, because there is also a testing in moderation effect which examine the interaction relationship 

between independent variable and moderation variable to dependent variable (indirect effect). The drawing 

of the research path diagram is summarized as follows: 

 

 

 
 

Figure 2. Research path diagram 
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The results of hypothesis testing presented in table 1 as follows: 

Table 1. Hypothesis testing 

 

Conclusions, suggestions and limitations  
 

From Table 1 above, the researcher summarized:  

1. Hypothesis testing shows results that support the initial hypothesis. Thus it can be said that these findings 

support the first hypothesis.The results of this study are consistent with the results of previous research, 

namely the research conducted by Rahman, Nasir, and Handayani (2007), Tupamahu (2009), and Tarigan 

(2011) stating that the performance measurement system has a positive and significant impact on 

performance. Performance measurement systems can assist the decision-making process and help evaluate 

past decisions (Malina and Selto, 2001) to improve performance based on predetermined standards in order 

to succeed the implementing of corporate strategy. The performance measurement system implemented by 

the Directorate General of Taxes (DGT) in the form of Main Performance Indicator (IKU) can be a 

benchmark for achieving strategic goals that can be achieved by each employee. With a clear and 

standardized performance measurement system, employee performance can be evaluated directly, the 

higher IKU points gained, showing better employee performance. 

 

2. Hypothesis testing shows results contrary to the initial hypothesis. The results showed that the 

remuneration had a negative and insignificant effect on employee performance. Thus it can be said that 

these findings do not support the second hypothesis.These findings are inconsistent with previous research, 

ie Widyastuti (2010), Sancoko (2010), Santoso (2013), Wilfred, Elijah, and Muturi (2014) studies; and 

Fitria, et al (2014) who found a positive and significant influence between remuneration and employee 

performance. However, this study reinforces the research of Mensah and Dogde (2011) who found that 

remuneration does not have an effect on employee performance improvement.The realization of national 

tax revenue in 2015 is only 81.5% of the revenue target, so that based on Presidential Decree No.37 of 2015 

on Employee Performance Allowance in the Directorate General of Tax Environment, remuneration (paid 

allowances) paid to tax employees only 80%. This condition will result in the injustice of remuneration 

received by the employee of the tax. Employees who work in areas with high tax revenue targets with large 

taxpayers, such as big cities, require intensive performance, whereas employees who are in areas with 

relatively small revenue targets and taxpayers which is not too much, then the required performance is also 

not very intensive. So it will be very influential on employee performance. 

 

3. The third hypothesis states that the positive effect of performance measurement system on employee 

performance is reinforced by organizational culture. The results showed that organizational culture is able 

to moderate the relationship between performance measurement system on employee performance. 

The results of this study are in line with the results of the research of Muparrih, dkk (2009), Juliningrum 

(2013), Awadh and Alyahya (2013), Ng'ang'a and Nyongesa (2012). The results of this study do not support 

Schein's (1996) research that performance appraisal systems can help find and formulate important aspects 

of culture with behavioral specifications and competencies that employees contribute to the success of 

organization, unit, group, or position. The results of this study support contingency theory in the context of 

performance measurement system relationship with employee performance. Organizational culture can 

moderate the influence of performance measurement systems on employee performance. Strong culture can 

be found in detailed policies, organizational structures, procedures and regulations. A clear performance 

measurement system accompanied by the application of organizational culture of conducive behavior of 

employee, can improve employee performance, because employees always encouraged to maximize 

performance in a respectable environment. 

 

  

Original Sample 

(O) T Statistics (|O/STERR|) 

Note 

(H1) SPK -> KP 3,231 6,114 Accepted 

(H2) R -> KP -0,067 1,313 Rejected 

(H3)SPK * BO -> 

KP 2,411 5,325 

Accepted 

(H4) R * BO -> KP 1,176 2,705 Accepted 
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4. The results show that the culture of the organization can strengthen the relationship between 

remuneration and employee performance. The results of this study are consistent with the research of Kotler 

(1994) and Rowley and Jackson (2010) stating that the provision of remuneration can improve employee 

performance. This finding also supports contingency theory in the context of remuneration relationships 

with employee performance. Organizational culture can strengthen the relationship of remuneration with 

employee performance. With the remuneration, which is reinforced with a good organizational culture, it 

will improve the performance of employees, because employees will be accustomed to act to follow the 

existing culture within an organization.The use of modified likert scale (Arikunto, 2010) causes the 

respondents have less varied option of alternative answers, which may affect the results of research. Further 

research is expected to use Likert measurement scale with more varied alternative answers. 

This study cannot prove that remuneration can improve employee performance. This is because the 

remuneration given by the DGT is not based on local achievement, but based on the achievement of national 

tax revenue target. Therefore, the suggestion for the government is to review the existing regulations 

regarding the acceptance of remuneration within the DGT. 
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