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Abstract

This study discussed the influence of fairness of performance appraisal and job
satisfaction through commitment on employee performance in Indonesian automotive
industry. This study aimed to know the influence of fairness of performance appraisal and
job satisfaction through commitment on employees’ performance. This study is
quantitative research study. Data were collected by using simple random sampling via
electronic to the employees’ population in Indonesia manufacturer. The number of
returned and valid questionnaires was 633. Data were processed by using SEM with
SmartPLS 3.0. The results of the study concluded that job satisfaction had positive and
significant influence on employees’ performance, both directly and indirectly through a
mediating effect of commitment. Fairness of performance appraisal had positive and
significant influence on employees’ performance, but commitment was not a mediator
between job satisfaction and employees’ performance. This study proposed a model for
improving performance of employees in Indonesian automotive industry through fairness
of performance appraisal and job satisfaction through commitment as a mediator. This
study can open the way to improve emplovee readiness in facing 4.0 era.

Keywords: Commitment, employees’ performance, fairness of performance appraisal,
job satisfaction.

1. Introduction

Employees” performance is the important component in an organization. It can determine
the grade of the organization in the market environment, and can help the organization
goal. This is accordance with what Campbell et al. (1993) said who defined
performance as the behavior or action to reach an organizational goal. It is the
outcomes of employees’ work (Bemardin & Russel, 1993). Bates and Holton (1995)
stated that performance is something multi- dimensional in which the measurement
depends on various factors.

There are a lot of things that can influence employees performance, one of them is
commitment. Al-Ahmadi (2008) said that employees’ performance influenced by
employee’s commitment. The more commit the employee’s toward an organization, the
harder the work. This supported by Mrayyan et al. (2008), Syauta et al. (2012), and Al-
Ahmadi (2008) who found that commitment and performance has a positive relation.
Employees' commitment can maintain good the relationship between both the employees
and the organization. A good relationship between employees and the organization can
increase the performance of an organization. This supported by Samad (2005)
statement employees who are committed have better work performance. But Lee, Tan
& Javalagi (2010) found not all commitment dimension can influence job performance,
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it was affective commitment only while, continuance and normative commitment had
negative influence on job performance.

Another variable that can influence job performance is job satisfaction. This supported
by Prameswari (2020), Than et al. (2016), Shore and Martin (1989) and Samwel
(2018). Job satisfaction not only can influence job performance but it can influence
the commitment of the employees. This accordance with what Samwel (2018) said that is
when employees satisfied with their job they tend to be more commit and loyal to the
organization and directly improve their performance. However there is a researcher
who also find negative influence between job satisfaction and job performance, ie
Ahmad et al. (2010) who find the negative influence of job satisfaction on job
performance. Fairness of performance appraisal can make employees have a good
commitment to organization it also proven that employees who receive fair
performance appraisal have a good performance in an organization. This statement
supported by research study that conducted by some previous journal those are; Kaleem
et al. (2013), Warokka et al. (2012), Kumari (2013).

2. Literature Review

2.1. Fairness of Performance Appraisal

According to Greenberg (1986) faimess of performance appraisal can be seen from
two dimension those are; the distributive justice which is the used of performance
appraisal result, and the procedural justice which is the proses when employees
conducting  the performance appraisal. Ahmed et al. (2013) defined fairness of
performance appraisal as the perception of the employees regarding the
performance appraisal, the standard of the fair performance appraisal are when they
receive appropriate promotion and payment that accordance with the performance
appraisal. According to Amstrong (2009) the performance appraisal can be said as the
good performance appraisal if it is link to the goal of the organization.

2.2. Job Satisfaction

According to Spector (1997) there are several factors that can influence the satisfaction
of the employees those are; pay, promotion, supervision, contingent rewards,
fringe benefit, operating procedures, co-workers, nature of work, communication.
Griffin (1996) defined job satisfaction as something that explains the levels of gratified
of employees' work. This supported by what Handoko (2014) said that the job
satisfaction is the attitude of the worker regarding their work, in which how happy they
see their work. Robbin (2001) added that the level of employees satisfaction will
influence how they behave in the organization.

2.3. Commitment

Meyer and Allen (1997) stated three measurement of commitment those are; affective
commitment, continuance commitment and normative commitment. Mowday et al.
(1982) defined employees' commitment as employees' strong belief and acceptance of the
goal and values of an organization and the desire to stay become the member of an
organization. According to Armstrong (2009) who said organizational commitment as
the ability of an employee to identify with an organization by showing a strong desire
to be a part of the organization continually, have a strong belief in and accept the goals
and the values of the organization, also display a readiness to put in a significant amount
of effort on behalf of the organization.

2.4. Employees’ Performance

According to Bernardin & Russel (1993) there are 6 factors that can influence employees
job performance those are; quality, quantity, timeliness, cost effectiveness, interpersonal
impact, and need for supervision. Schwirian (1978) define the job performance as the
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job that done in accordance to establish standards. Campbell et al. (1993) define
performance as the behavior or action to reach an organizational goal. Bernardin and
Russell (2003) determine performance as the record of outcome produced on a
specified job function or activity during a specified time.

2.5. Relationship between Fairness of Performance Appraisal and Commitment
Study that conducted by Salleh et al. (2013), in which they tested the relation between
fairness performance appraisals toward organizational commitment through job
satisfaction. The result of their study was the relation between fairness of
performance appraisal toward organizational commitment is significantly positive,
fairmess of performance appraisal and job satisfaction influence commitment. Study
conducted by Krishman et al. (2018). They tested the relation between perceived
fairmess of performance appraisal system on employees’ organizational commitment.
The result of their study concluded that perceived fairness of organizational commitment
positively influence organizational commitment. Study conducted by Ahmed et al.
(2013) who tested the relation between perceived fairness in performance appraisal
toward organizational commitment and work performance. The result of the study; there
were strong relationship between perceived fairness in performance appraisal toward
organizational commitment. Study conducted by Igbal et al. (2016) who tested the
relation between perceived fairness of performance appraisal system and job satisfaction
toward commitment. The result of their study were both perceived fairness in
performance  appraisal  and job satisfaction influence the  organizational
commitment. Based on the relation of those variable so the hypothesis will be:

H1: There is a significant relation between fairmess of performance appraisals and
commitment

2.6. Relationship between Job satisfaction and Commitment

The study conducted by Lumley, Coetzee & Ferreira (2011). They tested the relationship
between job satisfactions towards the organizational commitment of information
technology employees. The result of the study indicated that there is a high correlation
between job satisfaction and employees commitment. Study conducted by Igbal et al.
(2016) who tested the relation between perceived faimess of performance appraisal
system and job satisfaction toward commitment. The result of their study were both
perceived faimess in performance appraisal and job satisfaction influence the
organizational commitment. The study conducted by Samwel (2018) who tested the
relation between job satisfactions towards job performance through commitment as the
intervening. The result of this study was there is positive significance relation between
job satisfactions to commitment. The study conducted by:

H2: There is a significant positive relation between job satisfactions and commitment

2.7. Relationship between Commitment and Employee Performance

The study that conducted by Syauta et al. (2012), in which they tested the relation
between organizational cultures, organizational commitment through job satisfaction
towards employee performance. The result of their study was there was a positive relation
between organizational commitment and employee performance. The study conducted
by Maryann et al. (2008), in which they tested the relation between organizational
commitment and employee performance. The result of their study showed that the
relationship between employee commitments towards employee performance is
significantly positive. Study conducted by Memari et al. (2013) in which they tested the
relation between career commitment and performance. The result of their study showed
that the relationship between organizational commitment and employee performance
is significantly positive. Study conducted by Al-Ahmadi (2008) who tested the relation
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between organizational commitment and job satisfaction towards self-reported
performance. These result of studies supported by Purwanto, Asbari, & Santoso
(2019), Santoso, Purwanto & Asbari (2019). The result of his study was that
organizational commitment has a significant relation with self-report performance.

H3: There is a significant relation between commitments and employee performance

2.8. Relationship between Fairness of Performance Appraisal and Employee
Performance

The study conducted by Kumari (2013) who tested the impact of fairness of performance
appraisal on employee performance. The result of this study was fair performance
appraisal has positive significant effect to employee performance. The study was
conducted by Warokka et al. (2012) who tested the relation between organizational
justice in performance appraisal and work performance. The result of this study
showed that organizational justice in performance appraisal help to increase employee
performance. The study conducted by Kaleem et al. (2013) who tested the relations
between organizational justice in performance appraisal system and job satisfaction on
work performance. The result of the study was performance appraisal strongly
influences work performance. The study conducted by Igbal et al. (2013) in which they
tested the relation between performance appraisals toward employee performance. The
result of their study showed that the relation between performance appraisals towards
employee performance was significantly positive. Based on the relation of those variable
so the hypothesis will be:

H4: There is a significant relation between faimess of performance appraisals and
employee performance

29. Relationship between Job satisfaction and Employee Performance

The study conducted by Than et al. (2016) who tested the relationship between job stress,
involvement, and job satisfaction toward job performance of Garment employees from 10
corporations. The result of this study indicated that all the hypotheses are significantly
positive. The study was conducted by Shore and Martin (1989) who tested the relation
between job satisfactions on work performance. The result of this study indicated that
job satisfaction has positive and significant influence to job performance. The result of that
study supported by Asbari et al (2020), Bernarto et al (2020), Asbari (2019), Asbari, Santoso
& Purwanto (2019). The study conducted by Ahmed et al. (2010) who tested the relation
between job satisfactions through commitment on job performance. The result of the
study was job satisfaction has negative influence on job performance. Based on the
relation of those variable so the hypothesis will be:

H5: There is a significant relation between job satisfactions and employee performance

2.10. Relationship between Fairness of Performance Appraisal and Employee
Performance through Commitment
The study conducted by Ahmed et al. (2013) who tested the relation between fairness
of performance appraisal towards organizational performance. The result of this study
was, there was a significance positive relation between fairness of performance
appraisal towards organizational performance, and organization commitment make the
relation become stronger. The study conducted by Solihin and Pike (2009) who tested the
relation between fairness in performance evaluation, toward trust, commitment and
performance. The result was, fairness of performance appraisal has direct positive
influence on performance. Study was conducted by Kuvas (2011) who tested the relation
between performance appraisal, and regular feedback towards work performance with
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affective commitment as the intervening. He used theory from Kuvas (2007) for
performance appraisal, theory from Kuvas (2006) for regular feedback, theory from
Mayer and Allen (1997) for organizational commitment and theory from May et al.
(2001) for work performance. The result of this study was with or without commitment
performance appraisal had positive significance relation towards job performance.

H6: There is a significant relation between fairness of performance appraisal and
employee performance through commitment.

2.11. Relationship between Job Satisfaction and Employee Performance through
Commitment

The study conducted by Samwel (2018) who tested the relation between job
satisfactions towards job performance through commitment as the intervening. The result
of this study was there is positive significance relation between job satisfactions
through performance although without commitment. The study conducted by Shore and
Martin (1989) who tested the relation between job satisfaction through organizational
commitment on performance and turnover intention. The result of the study was job
satisfaction has positive significant effect on job performance and organizational
commitment make it stronger.

H7: There is a significant relation between job satisfaction and employee performance
through commitment.

W2

W3

4

Y5

Figure 1: Research Model

3. Research Methodology

3.1. Operational Definitions of Variables and Indicators

This study used quantitative methods. Data were collected by distributing questionnaires to all
employees in companies. This study used 2 items to measure faimess of performance
appraisal by Greenberg (1986) and used 9 items to measure job satisfaction by Spector
(1997). Commitment by Meyer & Allen (1997) was measured by using 3 items. Employee
performance by Bernardin & Russel (1993) was measured by using 6 items. This study uses
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close-ended questionnaires except for questions/statements about the identity of respondents
in the form of semi-open questionnaires. Each closed question/statement item has five answer
options, namely: strongly agree (SS) with a score of 5, agree (S) with a score of 4, fairly
disagree (KS) with a score of 3, disagree (TS) with a score of 2, and strongly disagree (STS)
with a score of 1. Data were processed by using the PLS method with SmartPLS version 3.0
software.

3.2. Population and Sample

The population in this study were employees in Indonesia which numbers were not
identified. The questionnaire was distributed electronically with a simple random
sampling technique. The number of returned questionnaires was 673 and valid
questionnaires was 633. So, 94.06% questionnaires were valid from the number of
questionnaires collected.

4. Results and Discussion
4.1. Sample Description
Table 1. Sample Descriptive Information

Criteria Amount %o
Age (per December 2019) < 30 years old 264 41.61%
30 - 40 years old 247 39.08%
> 40 years old 122 19.31%
Working period as a permanent < 5 years old 29 4.50%
employee 5-10 years old 451 71.30%
> 10 years old 153 24 20%
Last formal education Bachelor degree 81 12.75%
Senior High 428 67.70%
Company / Equal
< Junior High 124 19.55%
Company

4.2. Test Results Validity and Reliability of Research Indicators

Measurement model tests include convergent validity, discriminant validity, and
composite reliability tests. The results of the PLS analysis can be used to test the
hypothesis if all the indicators in the PLS model meet the requirements of convergent
validity, discriminant validity, and reliability tests.

42.1. Convergent Validity Testing

Convergent validity test is performed by looking at the loading factor value of each
indicator to the construct. For most references, a loading factor of 0.5 or more is
considered to have validation that is strong enough to explain latent constructs (Chin,
1998; Hair et al, 2010; Ghozali, 2014). In this study, the minimum acceptable loading
factor is 0.5, with the condition that the AVE value for each construct is> 0.5 (Ghozali,
2014).
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Figure 2. Valid Model Estimation

Based on the PLS model estimation results in the figure above, all indicators had a
loading factor value above 0.5 so that the model met the convergent validity
requirements. Apart from looking at the loading factor value of each indicator, convergent
validity was also assessed from the AVE value of each construct. The AVE value for each
construct was already aboyl§ 0.5. So the convergent validity of this study met the
requirements. The value of items loadings, Cronbach's alpha. composite reliability and
AVE of each construct can be seen in Table 2:

e
Table 2. Items Loadings, Cronbach’s Alpha, Composite Reliability, and
Average Variance Extracted (AVE)

Cronbach’s Composite

Variables Items Loadings Alpha Reliability AVE
Fairness of X1.1 0.908 0.812 0.914 0.841
Performance Appraisal X1.2 0.927
(X1)
Job Satisfaction X2.1 0.771 0.924 0.936 0.621
(X2) X22 0.766
X23 0.777
X24 0.776
X25 0.825
X2.6 0.795
X2.7 0.780
X238 0.831
X2.9 0.768
Commitment Z1 0.915 0.871 0.921 0.797
(Z) z2 0.924
Z3 0.836
Employees’ Y1 0.797 0.886 0.914 0.639
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Performance Y2 0.826
(Y) Y3 0.827

Y4 0.803

Y5 0.834

Y6 0.702

4.2.2. Discriminant Validity Testing

A discriminant validity test is carried out to ensure that each concept of each latent
variable is different from the other latent variables. The model has good discriminant
validity if the AVE squared value of each exogenous construct (the value on the diagonal)
exceeds the correlation between the construct and other constructs (values below the
diagonal) (Ghozali, 2014). The results of the discriminant validity test by using AVE
squared values can be seen in Table 3:

Table 3. Discriminant Validity

Variables X1 X2 Y Z
X1 0917
X2 0.292 0.888
Y 0.282 0.833 0.799
Z 0221 0815 0.776 0.893

The results of the discriminant validity test in Table 3 showed that all constructs had the
AVE square root value above the correlation value with other latent constructs (through
the Fornell-Larcker criteria) so that it can be concluded that the model met the
discriminant validity.

4.2.3. Construct Reliability Testing

Construct reliability can be assessed from the value of Cronbach's alpha and composite
reliability of each construct. The recommended composite reliability and Cronbach's
alpha values are more than 0.7. (Ghozali, 2014). The reliability test results in table 2
above show that all constructs have composite reliability and Cronbach's alpha values
greater than 0.7 (> 0.7). In conclusion, all constructs have met the required reliability.

4.3. Hypothesis Testing

Hypothesis testing in PLS is also called the inner model test. This test includes a test of
the significance of direct and indirect effects and measurement magnitude influence of
exogenous variables on endogenous variables. To find out the influence of tacit and
explicit knowledge sharing on organizational learning and innovation capability, a direct
influence test is needed. The direct effect test is performed using the t-statistic test in a
partial least squared (PLS) analysis model using the help of SmartPLS 3.0 software. With
the boothstrapping technique, R Square values and significance test values are obtained as
in the table below:

Table 4. R Square Value
R Square R Square Adjusted
Y 0.724 0.723
zZ 0.664 0.663
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Table 5. Hypotheses Testing
Hypotheses Relationship Beta SE T Statistics P-Values Decision
Hl Xl ->72 -0.019 0.024 0.781 0435 Not
Supported
H2 X2->7Z 0.820 0017 48.214 0.000 Supported
H3 Z->Y 0.290 0.045 6.450 0.000 Supported
H4 Xl->Y 0048 0022 2.201 0.000 Supported
H5 X2->Y 0.583 0.042 13.746 0.000 Supported
H6 Xl>Z->Y -0.005 0.007 0.780 0.436 Not
Supported

H7 X2>Z->Y 0.238 0.037 6.444 0.000 Supported

Based on Table 4 above, the value of R Square of Z was 0.664 which means that
commitment (Z) was explained by fairness of performance appraisal (X1) and job
satisfaction (X2) variables by 664%, while the remaining 33.6% was explained by other
variables not discussed in this study. Meanwhile, the value of R Square of employees’
performance (Y) was 0.724 which means that the employees’ performance variable was
explained by fairness of performance appraisal (X1). job satisfaction (X2) and
commitment (Z) by 72.4%, while the remaining 27.6% was explained by other variables
not discussed in this study. Table 5 shows T Statistics and P-Values which show the
influence between variables.

The hypotheses “fairness of performance appraisal has a positive effect to commitment”
(H1) was not accepted. This result of this study supported by Fesharaki & Sehhat (2018)
that the link between performance appraisal and employees” commitment is not
statistically significant.

The hypotheses “job satisfaction has a positive effect to commitment™ (H2) was accepted.
The significance effect was proved by the significance value of 0,000. The positive and
significance effect of job satisfaction towards commitment supported by; Lumley et al.
(2011), found to make employees stay with organization, organization need to review the
existing pay. provide challenging and meaningful work task and foster co-worker
positive relationship, the sample of this study was the employees of technology company
which is different with this study, however the theory they used the same as this
research study. Igbal et al. (2016) found both perceived faimess in performance appraisal
and job satisfaction influence the organizational commitment, the research located in
MCB Bank which make the research different with this study. Samwel (2018)
found the positive and significant relationship between job satisfactions on
organizational commitment. Samwel (2018) found that Solar company already aware
about the important of job satisfaction and they were still trying to implement factor that
can influence the job satisfaction, but they missed some factor, that are promotion and
employee development, Solar company forget to implement those two things to their
company. Based on the descriptive analysis result, factor that had biggest contribution for
respondent satisfaction is the fringe benefit company provide for the company.
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The hypotheses “commitment has a positive effect to employees’ performance™ (H3)
was accepted. The significance effect was proved by the significance value of 0,000.
The positive and significance effect of commitment towards job performance in this
study have similar result with several previous studies those are; Syauta et al. (2012),
found that by increasing the commitment of the employees’, then the employee
performance will be increase too, they used theory from Gardner (1967) for commitment
and theory from Schwirician (1998) for job performance, which is very different with
this study, however the study located in Healthcare industry which become the
similarity of their study and this study. Mryayyan et al. (2008), who tested the relation
between career commitment and job performance. The result of their study showed that
there was positive and significant relationship between career commitment and job
performance. Al-Ahmadi (2008), found commitment make the nurses more active doing
their work, the location of the study was the same with this study that was Healthcare
industry. Based on the descriptive analysis result factor that has biggest contribution in
commitment was affective commitment, so it’s better for RSCC to improve the
commitment of the employees through the affective commitment.

The hypotheses “fairness of performance appraisal has a positive effect to employees’
performance” (H4) was accepted. The significance effect is proved by the significance
value of 0,000. The positive and significance effect of fairmess of performance appraisal
towards job performance has similar result with several previous studies those are
Selvarajan, Singh, & Solansky (2018), Kumari (2012) found receiving fairness of
performance appraisal makes the employees do effective job performance and bring
outstanding outcome for the organization. Kaleem et al. (2013) found employees’
performance will be improved if the employees receive fair performance appraisal.
Warroka et al. (2012) found organizational justice in performance appraisal has positive
significant effect to work performance. They found that Employees of consecution
company already aware about the important of justice in performance appraisal
especially for the feedback they received.

The hypothesis “job satisfaction has a positive effect to employees’ performance”
(H5) was accepted. The significance effect is proved by the significance value of
0.000. The positive and significance effect of job satisfaction towards job performance in
this study have similar result with; Than et al. (2016) found when the employees satisfied
in the workplace, it can reduce the turnover intention, increase the loyalty of the
employees toward organization and more effective work performance result. Shore
and Martin (1989), found job satisfaction definitely can improve the nurse work
performance, and those nurse who satistied with their job more pleasant with the people
whom they work with, but they also found when job satisfaction mediate by the
commitment the result was more stronger, so it better to combine the job satisfaction and
organizational commitment together, to meet more outstanding work performance.
Samwel (2018) found that there was strong correlation between job satisfaction and
organizational commitment.

The hypotheses “there is a significant relation between faimess of performance appraisal
and employees’ performance through commitment” (H6) was not accepted. The result of
this analysis showed that there was no relationship between fairness of performance
appraisal and employees” performance, directly and indirectly through commitment as a
mediating variable. The hypothesis supported by Ahmed et al. (2013) found that fairness
of performance appraisal has positive significant effect to job performance through
commitment as the intervening variable.

The hypotheses “there is a significant relation between faimess of performance appraisal
and employees’ performance through commitment” (H6) was accepted. The result of this
analysis showed that there was relationship between fairness of performance appraisal
and employees’ performance, directly and indirectly through commitment as a mediating
variable. The result showed that, the direct value (0,583) of job satisfaction to employees’
performance has greater value rather than the indirect value (0,238) which use
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commitment as the intervening. This supported by Samweel (2018) research found that
the direct value had greater value rather than the indirect, means there was no mediation
effect between job satisfactions towards job performance through commitment. This
hypothesis supported by Shore and Martin (1989) who found that organizational
commitment strengthen the relationship between job satisfaction and job performance.

4.4. Discussion

The result of this study showed that respondent perception about fairness of performance
appraisal, job satisfaction, commitment and job performance. Data collected through
questionnaire that distributed to respondent in Indonesian automotive industry. The
purpose of this research study is to know and to analysis the influence of fairness of
performance appraisal and job satisfaction towards job performance through commitment
as the intervening variable in Indonesian automotive industry.

There are four theory used in this research study those are theory from Greenberg
(1986) for fairness of performance of appraisal, theory from Spector (1997) for job
satisfaction, theory from Meyer and Allen (1997) for commitment and theory from
Bernadin and Russel (1993) for job performance. Fairness of performance appraisal
there are 2 indicators; distributive justice and procedural justice. Job satisfaction has
nine indicators, those are payment, promotion, supervision, contingent rewards, fringe
benefit, operational procedure. co- worker, nature of work., and communication.
Commitment has three indicators those are; affective commitment, continuance
commitment, and normative commitment. Job performance has six indicators those
are; quality, quantity, timeliness, cost effectiveness, interpersonal impact and need for
supervision. This research study has nine hypotheses that need to be proven. From that 7
hypotheses, 5 hypotheses are accepted but 2 hypothesis are not accepted.

5. Conclusion

According to the hypotheses testing that the results of the study concluded that job
satisfaction had positive and significant influence on employees’ performance, both
directly and indirectly through a mediating effect of commitment. Fairness of
performance appraisal had positive and significant influence on employees’ performance,
but commitment was not a mediator between job satisfaction and employees’
performance. This study proposed a model for improving performance of employees in
Indonesian automotive industry through faimess of performance appraisal and job
satisfaction through commitment as a mediator. This study can open the way to improve
employee readiness in facing 4.0 era.
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