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ABSTRACT  

 The paper explores the influence of leadership style and compensation toward work 

engagement in Southeast Asian Ministers Education Organization Regional Centre for Food 

and Nutrition (SEAMEO RECFON) and determines the best predictors of work engagement. 

Employee engagement illustrates the commitment and energy that employees bring to work 

and is a key indicator of their involvement and dedication to the organization. Employees who 

are engaged are more productive, content and more likely to be loyal to an organization. The 

results show that T-Statistic for leadership style = 1.212 not significant than T- Statistic for 

compensation = 2.108, The main findings in the paper lie in the significant influence of 

leadership style important to maintain in organization.  
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INTRODUCTION  

An organization’s capability to survive and compete in business is something that needs to 

be maintained and developed, it is highly influenced by how the organization is able to achieve, 

manage and maintain the best talents that it has in the organization. In this era, success in 

running an organization cannot be obtained only by hiring talented people who will work in the 

organization; these people need to be preserved as well. The purpose is to maintain the quality 

of organization’s human resources in terms of the way they perform their main tasks and 

functions. 
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Today, an organization’s performance is not only determined by the amount of the 

financial capital, the machines’ completeness, and the technology, but is also influenced by 

talents or intangible capital because an organization’s asset is the human resources, not only the 

fixed capital. In order to develop, an organization must own the right strategy to manage, 

maintain and develop its employees so that they can become talents that can bring plus points 

and become the organization’s competitive advantage. That is why it is important for an 

organization to own a good strategy to maintain the engagement of its employees. 

Southeast Asian Ministers Education Organization Regional Centre for Food and Nutrition 

(SEAMEO RECFON) is a unique organization because, in terms of the coordination, it is under 

the Ministry of Education and Culture of Indonesia but the Secretariat of SEAMEO is located 

in Bangkok, which makes it an international organization yet it is inside the government in 

terms of the implementation of the activities. SEAMEO RECFON, which has been active since 

2011, has the main task and function of running education, researches, community 

development, trainings, cooperations, and distribution of information in the scope of food and 

nutrition. One of the challenges in terms of human resources that is faced based on the 

interviews of the management party is maintaining the employees’ engagement in the 

organization which is in line with the data owned by the HR and Law department which 

informs that, in 2011 the number of employees who left the organization is 33 percent, 20 

percent in 2012, 40 percent in 2013, 29 percent in 20144, and 20 percent in 2015, of the total 

number of employees.  

A research conducted by Markos and Sridevi (2010) finds that engagement is the key in 

terms of the enhancement of performance. An organization with high level of engagement will 

generate productivity, profitability, growth and satisfaction from stakeholders. On the contrary, 

an organization with low engagement will suffer because there will be drastic degradation in 

terms of productivity, profit, ad turnover level. Scot and Mcmullen (2010) find that structure, 

program and total rewards policy are highly influential on the employees’ engagement. 

In accordance with that, Haygroup (2001) reports that wage, incentive and rewards are 

external motivations that are rarely given to employees. If an organization does not give 

competitive wage, or does not show appreciation for the employees’ performance by giving 

better wage, the employees will disengage. An employee will feel engaged when they find 

significance and motivation in their jobs, receive positive interpersonal support, and are in a 

working environment that functions efficiently (Gaddi, 2004).  

Hence, one of the factors that can enhance engagement is leadership style that shows 

support and motivation. Support and motivation in the workplace can be given by a leader to 

the subordinates, because leadership is the stimulus and the determinant of the journey of an 

organization (Yukl, 2006). The leadership style that is shown by a leader can influence the 

employees’ attitudes and behaviors when they work. A leadership style that is appropriate and 

acceptable for the employees will bring positive impacts on the employees’ behaviors at work. 

 

STATEMENT OF THE PROBLEM  

The importance of seeing the influence of employees’ engagement in order to keep the 

high quality human resources and make them give their best is an issue for SEAMEO 

RECFON. Based on the turnover data of the employees of SEAMEO RECFON in the years of 

2011-2015, there is a significant number. High number of turnover in an organization indicates 

that the employees there do not enjoy working for the company. From an economic 

perspective, an organization will spend great cost if they recruit and train frequently, it is 
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exhausting and requires a lot of money and there are other factors that make the working 

environment less comfortable. If the turnover occurs in the middle sector, the loss will be even 

greater. Employee engagement can be a way for an organization to make the employees give 

their best and stay in the organization. Hence, knowing which factor is the most influential in 

terms of maintaining employee engagement will be an advantage when it comes to developing 

the organization’s strategy. 

 

2. REVIEW OF LITERATURE 

 

2. 1 EMPLOYEE ENGAGEMENT  

Schaufeli, et al (2002) explain the dimensions in employee engagement, which are: 

a. Vigor 

It is a flow of strong energy and mentality when working, the courage to work as hard as 

possible in finishing a task, and persistence in overcoming difficulties when working. 

This also includes the will to invest all the efforts in a task, and to hold on when facing 

obstacles. 

b. Dedication  

Feeling strongly involved in a task and experiencing the sense of meaningfulness, 

enthusiasm, pride, inspiration and challenges. 

  c. Absorption  

When working, employees are always full of concentration and serious about the task. 

When working, it feels like time goes by fast and it is also difficult for them to get away 

from their work. 

 

2. 2 LEADERSHIP STYLE 
According to Yukl (2005), there are four dimensions in someone’s level of leadership 

with the 4 I concept, which are: 

1. The first “I” is Idealized Influence, which is described as a behavior that generates 

respect and trust from the people who are led. Idealized influence means sharing risks, 

through considerations on the needs of those who are led above personal needs, and 

moral as well as ethical behaviors. 

2. The second “I” is Inspirational Motivation, which is reflected in the act of always 

providing challenges and meaning in the jobs of those who are led, including the act of 

demonstrating commitment on the organization’s targets. The spirit is triggered by 

enthusiasm and optimism. 

3. The third “I” is Intellectual Simulation. A leader who demonstrates this type of leadership 

always tries to find new ideas and creative solutions from those who are led by him. He 

also encourages new approaches in doing the tasks. 

4. The fourth “I” is Individualized Consideration, which is reflected by a leader who always 

listens attentively, and considers the need for achievements and the needs of those who 

are led by him. 

 

2. 3 COMPENSATION 
Compensation is a management function of human resources that is related to every type 

of compensation which becomes more crucial for the human resources management. 

Compensation system helps in strengthening the key values in an organization as well as 
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facilitating the achievement of the organization’s goals. According to Ivancevich (2004), 

compensation is a form of either financial or non-financial remuneration. Financial 

compensation consists of two forms, which are the direct one and the indirect one. Direct 

financial compensation takes the form of payment to the employees in the forms of wage, 

salary, bonus and commission. While the indirect one takes the forms of allowances and all the 

remunerations that are fixed, but it does not include direct financial compensation. Non-

financial remuneration can be in the forms of praise, pride and acknowledgement for the 

achievements that the employees have made.  

 

2. 4 RESEARCH MODEL 
The framework in this research is developed to analyze the influence of leadership style, 

organizational culture and compensation on work engagement, as shown in Figure 1 below. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2. 5 RESEARCH QUESTIONS 

Based on the problem formulation, there are questions that have been formulated, which are: 

1. How is the influence of the organizational leadership style on employee engagement in 

the SEAMEO RECFON environment? 

2. How is the influence of organizational compensation on employee engagement in the 

SEAMEO RECFON environment? 

 

 

3. RESEARCH  METHODOLOGY 
The data that is obtained in this research is analyzed using two analysis methods which are 

descriptive analysis method and Structural Equation Modelling Partial Least Square (SEM-PLS) 

analysis method. Before the data is processed, a questionnaire that has been made is tested first. The 

test that is done is validity and reliability test. 

 

Employee 

Engagement from 

Schaufeli and Bakker 

(2002) 

1. Vigor 

2. Dedication 

3. Absorption 
 

Compensation from 
Milkovich and Newman 

(2006) 

1. Salary 
2. Incentive 

3. Bonus 

4. Reward 
 

The Leadership Style of 

Bass and Avolio (1994) 
1. Idealistic Influence 

2. Inspirational Motivation 

3. Intellectual Stimulation 
4. Individual 

Consideration 

Figure.1 Research Model 
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According to Istijanto (2006), descriptive analysis intends to turn raw data into a form that is 

easy to understand, in the form of concise information. Descriptive analysis intends to figure out the 

characteristics of the respondents based on age, gender, marital status, as well as the organizational 

characteristics in this research. 

 

SEM Analysis using Partial Least Square (PLS) Approach 

Partial Least Square (PLS) was first developed by Wold as a general method to estimate a 

model’s path that uses latent construct with multiple indicators (Ghozali 2008). Ghozali (2008) 

explains that PLS is factor indeterminacy of an analysis method that is powerful because it does not 

assume that data must have a certain scale measurement, low number of samples, and for theory 

confirmation. The path analysis model of all latent variables in PLS consists of two sets of relations, 

which are: 

1. Inner model  

Specifies the relation among latent variables (structural model) based on substantive theory. The 

evaluation of structural model using R2 for endogenous latent variable, estimation of path 

analysis, f for effect size, and prediction relevance (Q and q2). 

2. Outer model  

Specifies the relation between latent variables and the indicators or manifest variables 

(measurement model). The evaluation of the reflective measurement model uses loading factor, 

composite reability, average variance extracted (AVE), discriminant validity, cross loading. 

 

3. HYPOTHESIS 

 
      Based on the SEM PLS model, the hypothesis for this research is as follows: 

1.  The influence of leadership style on employee engagement 

Ho: Leadership style does not influence employee engagement 

H1: Leadership style influences employee engagement 

2.  Ho: Compensation does not influence employee engagement 

H1: Compensation influences employee engagement 

 

4. DATA ANALYSIS AND FINDINGS 

Outer Model Evaluation (Measurement Model) 
In the latent variable of Leadership Style (LS), there are four indicators which are idealistic 

influence (II), inspirational motivation (IM), intellectual stimulation (IS), formative individual 

consideration (IC) where the outer weight results show that there are only three indicators that have a 

t-count value that is more than t-table which is as much as 1.96 on a= 5 percent. The three indicators 

are IM, IS and IC with their respective t-count values of 2.625, 2.306 and 3.295 so it can be 

concluded that, the II indicator is invalid or inappropriate in predicting the latent variables because 

the t-count value is below 1.96. The outer model for the leadership style variable is shown in Figure 

2 below. 
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Compensation performance latent variable is defined by four formative indicators, which 

are salary, bonus, incentive and reward. From the outer weights results, it is found that there are 

two indicators that are significant to t-table 1.96, which are the indicators of salary and bonus 

with their respective t-count values of 3.024 and 3.807. The indicators of incentive and rewards 

are invalid because the t-statistics values are below the t-table 1.96 value which makes it not 

good enough in predicting the compensation construct that is shown in Figure 3. 

 

 

 

 

 

 

 

 

 

 

 

 

 

It can be concluded that, from each latent variable for the latent variables of leadership 

style, there are only three formative indicators which are IM, IS and IC; and also that the latent 

variables of Compensation are only the indicators of Incentive and Reward which are significant 

and good in predicting each latent variable. 

 

Inner Model Evaluation (Structural Model) 

Tests in the inner model evaluation is to see the significance of the path coefficient that 

shows the relation among or the impacts on the latent variables in this research. The significance 

value for the path relation in the inner model must be significant which is that the t-count is more 

than t-table which is as much as 1.96 on a = 5 percent which is obtained through bootstrapping 

procedure. The results of the bootstrapping procedure for the path coefficient is presented in 

Table 4 below. 

 

Idealistic Influence 

Inspirational Motivation 

Intellectual 

Stimulation 

Individual 

Consideration 

Leadership Style 

0.211 

2.625 

3.295 

2.306 

  3.024 

Salary 

Bonus 

Incentive 

Reward 

Compensation 

  3.807 

  0.067 

  0.681 
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Table 4 Path coefficient values among the latent variables 

Path Supposition 

of 

Influence 

(O) 

Mean of 

the 

samples 

(M) 

Standard 

Deviation 

(STDEV) 

t-count 

(IO/STDEVI) 

Conclusion 

Leadership 

Style -> Work 

Engaggement 

0.076 0.096 0.063 1.212 Reject H1 

Compensation-

>Work 

Engaggement 

0.152 0.134 0.072 2.108 Accept H2 

 
Based on Table 4, it is found that the latent variables of leadership style (LS) bring positive 

impacts on the work engagement (WE) variable with the coefficient value of 0.076 but are not 

significant with t-count value of 1.212 less than 1.96 t-table. Meanwhile, the organizational culture 

brings direct impacts on work engagement. Organizational culture in SEAMEO RECFON has 

influence with a coefficient value of 0.826 with t-count significance of 1.418 which makes 

organizational culture a main factor in work engagement based on the research results. 

Leadership style in an organization is in line with a research on the way of a leader’s 

leadership style by Tim, Barker, Xanthopoulou (2011) which finds that leadership is positively 

related to employee engagement. The relation is mediated by the level of optimism that the 

employees have on a daily basis. Meanwhile, Dibley, J.E (2009) has proven that there is a significant 

correlation between transformational leadership and the followers’ engagement. Work engagement 

and manager’s effectiveness are mediated by the variable of the manager’s self-efficacy (Luthans & 

Peterson, 2002). 

Compensation brings positive and direct impacts on employee engagement with a 

coefficient value of 0.152 and is significant with a t-count value of 2.108 more than 1.96 t-table. 

The latent variable of compensation brings direct impacts on employee engagement. These 

results are in line with a previous research conducted by Dewi (2012) which states that 

compensation brings impacts and significance on employee engagement. Based on the results of 

the path coefficient, there are only two of the research’s third hypothesis that can be accepted, 

which are that there is influence and significance between organizational culture and 

compensation on employee engagement but they are not related and not significant to leadership 

style. 

 

CONCLUSION  

Conclusion 

1. The leadership style factor influences work engagement with a coefficient value of 0.076 but is 

not significant with a t-count value of 1.212 less than 1.96 t-table. 

2. Compensation brings positive and direct impacts on employee engagement with a coefficient 

value of 0.152 and is significant with a t-count value of 2.108 more than 1.96 t-table. 
 

Research Suggestions 

There are a few suggestions that the writer states regarding the results of this research, 

which are: 
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1. The management of SEAMEO RECFON is expected to review the leadership style 

system that is currently being applied so that the employees can get aspiration as 

well as good examples in achieving the organization’s goals. 

 

2. In order to improve the organizational climate in the organization, the management 

is expected to create more events that let various departments with different 

positions and responsibilities be involved. This will strengthen the harmony and the 

cooperation in the organization. 

3. Compensation system can also be improved so that the employees feel like they are 

appreciated properly so that work engagement in the organization can be 

maintained. 
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