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This literature review aims to examine the impact of compensation and work motivation on 

employee performance. The review methodically analyzed 15 relevant studies, considering 

various aspects including research issue, methodology, commonalities, and potential avenues 

for further research. Among the selected studies, eight employed quantitative research 

methods, three utilized descriptive approaches, two were based on explanatory research, one 

combined descriptive and causal analysis, and the remaining study adopted a qualitative 

research approach. The collective findings from these studies indicate a strong and positive 

correlation between compensation, work motivation, and employee performance. 

Additionally, it is noteworthy that several other factors, such as work discipline and job 

satisfaction, were also identified as contributing positively to employee performance. This 

comprehensive review offers valuable insights into the multifaceted relationship between 

compensation, work motivation, and employee performance while suggesting promising 

directions for future research in this domain. 
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INTRODUCTION 

Globalization has become one of the most essential features of modern 

business development. It is a phenomenon that permeates all aspects of economic, 

social, and political life worldwide. In business, globalization has brought about 

several significant changes in the business environment that affect how 

organizations operate, compete and interact with various stakeholders. 

Globalization has brought about changes in technological change. 

Information and Communication Technology (ICT) advances have connected the 

world more quickly and efficiently. Businesses can now operate without 

geographical boundaries, which has changed how companies interact with 

customers, business partners, and competitors. These technologies also enable 

easier access to global markets, allowing companies to expand their reach and 

achieve a wider market share.   Globalization has created more intense competition. 
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With geographical boundaries increasingly blurred, companies now have to 

compete with competitors from all over the world. This has forced companies to 

become more innovative and efficient to maintain their market share. This global 

competition has also encouraged companies to focus on differentiating their 

products and services to meet increasingly diverse customer demands.   

Globalization has affected the workforce and human resources in 

organizations. Companies can now efficiently recruit talents from different 

countries with diverse cultural backgrounds, languages, and skill sets. This requires 

organizations to manage diversity wisely and create an inclusive work 

environment.  Globalization has opened the door for companies to expand their 

operations into global markets. This can bring significant growth opportunities but 

also greater risks. Companies must understand the differences in regulations, 

business cultures, and customer needs in different countries to successfully operate 

internationally.   

Globalization has also changed the way companies manage their supply 

chains. With increasingly long and complex supply chains, companies must ensure 

reliability and efficiency in raw material procurement and product distribution. 

This poses new challenges in supply chain management, including risks to global 

supply disruptions. 

The rapid evolution of technology has revolutionized the business landscape 

in numerous ways. One of the most notable transformations has occurred in 

customer communication. The Internet and social media platforms have emerged 

as powerful tools that enable companies to engage with their customer base more 

intimately and directly. This shift has redefined the way businesses approach 

marketing and customer interaction. Companies can now tailor their messaging to 

individual preferences and engage in real-time conversations, fostering a more 

personalized and customer-centric approach to their operations.   

Furthermore, the advent of big data and data analytics has ushered in a new 

era of data-driven decision-making. Companies can now collect, store, and analyze 

vast amounts of data, providing them invaluable insights into customer behavior, 

market trends, and emerging business opportunities. These insights empower 

businesses to make more informed strategic choices, enhance product and service 

offerings, and ultimately stay competitive in a rapidly changing marketplace.  

Automation has been pivotal in improving operational efficiency and reducing 

production costs. With robotics and artificial intelligence integration, companies 
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can streamline production and logistics processes, resulting in increased 

productivity and higher profit margins. 

Digitally connected supply chain management systems have further 

augmented operational efficiency, allowing companies to respond swiftly to market 

fluctuations and minimize disruptions in the supply chain.  Technology's influence 

on product and service development cannot be overstated. Companies now have 

the means to create more sophisticated and tailored offerings, meeting the evolving 

demands of consumers. Additionally, the digital realm has expanded the reach of 

products and services globally, opening up vast, previously inaccessible markets.  

In this highly competitive landscape, the ability to adapt to technological 

advancements has become a critical determinant of success.  

Companies that can swiftly embrace and integrate technology into their 

business strategies gain a substantial competitive edge. Conversely, those who 

resist or lag in adopting technological innovations risk being overtaken by more 

agile and tech-savvy competitors. Therefore, embracing technology and leveraging 

its capabilities have become essential for companies seeking to thrive in the 

dynamic and ever-evolving business environment of the 21st century. 

In the context of globalization and increasingly fierce competition, 

organizations must invest in the development and growth of their employees. This 

will not only benefit the individual, but also the organization as a whole. Employees 

who feel valued supported, and have the opportunity to grow will be more likely 

to perform highly and remain loyal to the company. Therefore, research on the role 

of employees as critical assets provides a solid foundation for strategic planning 

and decision-making in human resource management in organizations. 

The changing role of employees in modern organizations reflects a paradigm 

shift in how businesses perceive their workforce. In the past, employees were often 

seen as mere cogs in the production machinery, primarily valued for their physical 

labor. However, today's dynamic and globalized business landscape has prompted 

a reevaluation of this perspective. Employees are now recognized as invaluable 

assets who bring diverse skills, knowledge, and experience to the table.  In this 

evolving paradigm, employees are not just workers but active participants in the 

organization's success. 

The passage describes the importance of employees as critical assets for 

organizations seeking long-term sustainability and growth. In the information age, 

employees' intellectual capital is a priceless resource that can give companies a 

competitive edge by staying ahead of market trends, developing cutting-edge 
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products and services, and formulating effective business strategies. The role of 

employees extends beyond executing routine tasks; they serve as creative thinkers, 

problem solvers, and innovators who can adapt to and drive change within the 

company. They contribute to improving operational efficiency, identifying growth 

opportunities, and crafting innovative solutions that keep the organization 

competitive. The search results provide several examples of research studies that 

highlight the importance of employees as critical assets for organizations. For 

instance, one study found that psychological capital is critical for employees and 

organizations in adapting to an uncertain and dynamic business environment. 

Another study found that employee welfare facilities can improve the quality of 

work life, leading to happier employees and improved performance (Anitha & 

Sridharan, 2022). Additionally, a study found that leadership, motivation, 

discipline, and wages significantly affect employee performance in Islamic banks 

(Noviarita et al., 2021). 

LITERATURE REVIEW 

Compensation 

Compensation refers to an employee’s payment or benefits in exchange for 

their work. It can take many forms, including salary, bonuses, stock options, and 

benefits such as health insurance and retirement plans. Compensation is an 

important factor in attracting and retaining employees and motivating them to 

perform well (Core et al., 1999). a study found that incentive pay packages remain 

a critical mechanism for firms to attract, reward, and motivate employees to work 

to maximize firm value (Cornell & Jr, 2012). 

Work Motivation 

Employee engagement plays a crucial role in achieving organizational 

success (Budiman et al., 2023).Work motivation is the driving force that inspires 

employees to perform their best and achieve their goals (Rudiansyah et al., 2022). 

Motivated employees are more productive, engaged, and committed to their work, 

which leads to better business outcomes (Suhartono, 2015). 

RESEARCH METHODS 

The research method used in this study aims to explore, evaluate, and 

analyze the literature relevant to " The Nexus of Compensation and Work 

Motivation: Impact on Employee Performance within Organizations ". This method 

will provide a structured framework for searching, evaluating, and selecting 
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journals that fit the research objectives and minimize bias in literature selection. 

This research method consists of several stages, which include a literature search 

strategy, determining research questions, selecting search keywords, collecting 

journals, and selecting relevant journals. 

Literature Search Strategy The literature search strategy will follow the 

following approach:  Use of the Scientific Indonesia journal database and Google 

Scholar as the primary sources to search for relevant journals. Accessing 

www.google scholar.com to conduct the literature search. The use of search 

keywords, namely "compensation," "motivation," and "employee performance," 

with the selection of the full-text search option. Evaluation of the journals found 

based on relevance to the research topic.  

Determination of Research Questions The research questions will be formed 

based on the PICOT framework, with each question including the following 

elements:  P (Problem/Population): Identifies the problem or population that is the 

focus of the research. I/E (Implementation/Intervention/Exposure): Describes the 

intervention or exposure to be studied. C (Control/Comparator Intervention): 

Determines if there is a control group or comparison intervention in the study. O 

(Outcome): Defines the expected outcome or effect. T (Time): Include the period 

during which the study was conducted. Selection of Search Keywords The search 

keywords to be used include "compensation," "motivation," and "employee 

performance," according to the focus of the study.  

These keywords will be used to search for journals relevant to the topic.  

Journal Collection In the journal collection stage, the researcher will conduct a 

search using the predetermined keywords and access journals that are relevant to 

the topic. The search results will be recorded and evaluated for relevance to the 

research question.  Selection of Relevant Journals pertinent to the research topic will 

be selected based on criteria such as relevance, quality of research methodology, 

and relevance to the PICOT research question. The selected journals will form the 

basis for analysis and synthesis in the literature review. 

RESULT AND DISCUSSION 

The introduction to the nexus of globalization, technological advancements, 

and their impact on modern business practices sets the stage for a deeper 

exploration of these themes. This discourse highlights the multifaceted nature of 

globalization which, through technological evolution, reshapes the business 

landscape, driving changes in organizational operations, competitive strategies, 

and workforce dynamics. 
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Globalization has expanded market access and intensified competition, 

compelling businesses to innovate and adapt swiftly to maintain competitiveness. 

This environment has catalyzed the adoption of advanced technologies, enabling 

businesses to operate more efficiently and connect with global markets. The 

discussion should further delve into specific strategies companies employ to 

navigate this complex landscape. For instance, leveraging digital platforms for 

market expansion or adopting agile methodologies to enhance operational 

flexibility. 

The integration of ICT and other technological tools has been pivotal in 

transforming business operations. The discussion should consider how 

technologies like AI, big data, and IoT influence decision-making processes and 

operational efficiency. The exploration could extend to real-life applications, such 

as predictive analytics for customer behavior or IoT for enhanced logistics tracking, 

providing tangible examples of how businesses harness technology to improve 

productivity and customer satisfaction. 

The changing dynamics of the workforce due to globalization necessitate a 

discussion on the strategic role of human resource management. This includes 

attracting diverse talent, fostering an inclusive culture, and leveraging employee 

skills to drive innovation. The discussion should critically assess how businesses 

can nurture a workforce that is not only high-performing but also adaptable to the 

changing business and technological landscapes. 

Globalization complicates supply chain management with increased risks 

like geopolitical tensions or global health crises. The discussion could explore 

strategies for mitigating these risks, such as diversifying supply sources or 

investing in digital supply chain solutions to enhance visibility and responsiveness. 

Finally, the crucial role of technology in securing a competitive edge cannot 

be overstated. The discussion should reflect on the barriers to technology adoption 

and how businesses can overcome these to fully capitalize on technological 

capabilities. It should also speculate on future technological trends and their 

potential impact on business practices. 

CONCLUSION 

Furthermore, various other factors, including work discipline, job 

satisfaction, and others, have also been identified as positively impacting employee 

performance. Low motivation alone is evidently insufficient to enhance employee 

performance, and even high competence may not guarantee improved employee 

performance. However, attractive and competitive compensation packages can 
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have a positive influence on employee performance.  Based on the findings from 

the literature review, it is advisable to implement effective compensation 

management practices within the organization. This may include bonuses, 

promotions, and other incentives to motivate employees. Additionally, fostering a 

culture of strong work motivation within the company is essential for enhancing 

employee performance. These measures are crucial for achieving the company's 

objectives and goals effectively. 
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