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ABSTRACT

This study aimed to examine the mediating role of organizational structure in the
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participants was selected. Data were collected through standardized and researcher-made
questionnaires and analyzed using SPSS 26 and Smart PLS 3. Reliability of the instruments
was confirmed via Cronbach's alpha, and content validity ensured the instruments’
accuracy. Structural equation modeling was applied to assess relationships between
Structure, Administrative Health, | yarjaples. Results indicated that organizational structure plays a significant mediating role
Meritocracy in enhancing the relationship between compensation and administrative health. Statistical
indices, including factor loadings, R?, Q2, and Goodness-of-Fit (GOF), confirmed the strong
fit of the model and the validity of constructs. Both financial and non-financial
compensation directly influenced administrative health, and this effect was amplified
through the mediating role of organizational structure. The findings suggest that attention
to organizational structure and key components of compensation can positively impact
administrative health in the banking sector. Managers can improve organizational
performance and employee satisfaction by optimizing the compensation system and
reinforcing the organizational structure.
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EXTENDED ABSTRACT
INTRODUCTION

Compensation systems are fundamental mechanisms in human resource
management that directly affect employee satisfaction, performance, and organizational
outcomes. Over the past decades, the design and implementation of effective compensation
structures have been recognized as a critical determinant of employee motivation,
retention, and overall organizational success (1, 2, 6). In particular, equitable and
transparent compensation models that align with employee contributions and
organizational objectives can enhance job satisfaction and organizational commitment
while fostering innovative behavior among employees (7, 8, 12). Research suggests that the
perception of fairness in compensation, both internally and externally, serves as a critical
psychological factor affecting employee engagement and work-related behavior (13-15).

In public sector and governmental organizations, compensation systems play a
particularly crucial role in retaining skilled human resources and ensuring efficient service
delivery. Inefficient or inequitable compensation mechanisms have been linked to
decreased employee motivation, higher turnover, and reduced organizational performance
(1, 19-21). Studies in healthcare contexts, for instance, highlight that well-structured
compensation plans can improve staff satisfaction, reduce burnout, and positively influence
the quality of care provided (16, 17, 21).

Furthermore, contemporary research emphasizes the importance of integrating
compensation with other human resource and organizational strategies, such as talent
management, leadership development, and knowledge management activities. A
comprehensive approach, where compensation is linked with performance management,
succession planning, and innovation incentives, can generate a multiplier effect, enhancing
employee performance and organizational adaptability (4, 5, 26, 27). The mediating role of
motivation and job satisfaction has been particularly highlighted in recent studies,
indicating that compensation alone is insufficient unless coupled with supportive
management practices and organizational culture that foster employee engagement (9, 11,
23).

The theoretical foundations for examining compensation systems often draw from
expectancy theory, equity theory, and motivation-hygiene models, suggesting that
employees evaluate compensation in terms of fairness, recognition, and its alignment with
personal and professional goals. Moreover, empirical studies underline the importance of
contextual factors, including socio-demographic variables, organizational size, and sector-



specific challenges, which moderate the effectiveness of compensation systems (7, 24, 25).
Additionally, leadership practices and organizational support mechanisms can strengthen
the positive effects of compensation on performance, creating an environment in which
employees feel valued and empowered to contribute to organizational objectives (8, 22, 28).

Despite the growing attention on compensation systems in private and public sectors,
gaps remain in understanding the integrated impact of compensation, employee motivation,
and organizational outcomes, particularly in contexts with complex hierarchical structures
and diverse employee expectations. Therefore, this study aims to explore the design,
implementation, and outcomes of compensation systems, identifying factors that enhance
employee satisfaction, engagement, and organizational performance.

METHODS AND MATERIALS

The present study aimed to examine the role of organizational structure as a
mediating variable in explaining the relationship between compensation systems and
administrative health. The research is applied in nature and adopts a cross-sectional,
survey-based design. The study population comprised all employees working in branches
of the Agricultural Bank in Kerman province, totaling 590 employees across 74 branches
according to human resources reports.

Sample size was determined using Cohen’s formula based on effect size, statistical
power, and a 95% confidence level. Calculations were performed via the DanielSoper
website, resulting in a minimum sample of 362 employees. Accounting for a 10% margin
to offset potential non-responses, 386 questionnaires were distributed and returned
correctly. Convenience sampling was employed, and only employees willing to participate
were included.

Data were collected using a standardized and researcher-designed questionnaire,
developed based on theoretical literature and previous studies. Content validity was
assessed using the Content Validity Ratio (CVR), and reliability was initially evaluated via
Cronbach’s alpha, with values exceeding 0.70, indicating acceptable reliability.
Subsequently, composite reliability and rho_A were calculated, and the Average Variance
Extracted (AVE) was computed to confirm construct convergence.

Quantitative data were analyzed using SPSS 26 for descriptive statistics and Smart
PLS 3 for structural equation modeling. Model fit was evaluated through factor loadings,
determination coefficient (R?), predictive relevance (Q?), and Goodness of Fit (GoF).
Results indicated that organizational structure plays a significant mediating role in the
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relationship between compensation and administrative health, and the conceptual model
demonstrated strong statistical fit.

FINDINGS

The sample comprised 234 males (60.6%) and 152 females (39.4%). Age
distribution included 40 employees under 30 years (10.4%), 183 employees aged 30—40
years (47.4%), 96 employees aged 41-50 years (24.9%), and 67 employees over 50 years
(17.4%). Regarding education, 172 participants held a bachelor’s degree (44.6%), 166 had
a master’s degree (43.0%), and 48 held a doctoral degree (12.4%). Experience varied, with
45 employees having under 5 years (11.7%), 46 employees 5-10 years (11.9%), 132
employees 11-15 years (34.2%), 115 employees 1620 years (29.8%), and 48 employees
over 20 years (12.4%).

Descriptive analysis of key variables revealed mean scores ranging from 1.88 for
social security measures to 3.59 for recognition, indicating varied perceptions across
constructs. Other notable results included economic conditions (M=2.95, SD=0.60), social -
cultural status (M=3.57, SD=0.61), laws and regulations (M=3.54, SD=0.61), HR
management (M=3.52, SD=0.52), infrastructure (M=2.56, SD=0.43), financial and non-
financial rewards (M=3.01-3.96), and job satisfaction (M=2.99, SD=0.47). The
compensation system in the banking sector had an average score of 3.26 (SD=0.26),
suggesting overall moderate to high effectiveness.

Factor loadings for all components exceeded 0.50, confirming construct reliability.
Cronbach’s alpha values ranged from 0.772 to 0.913, composite reliability from 0.818 to
0.922, and AVE from 0.619 to 0.716, indicating strong internal consistency and convergent
validity. Divergent validity was confirmed using the Fornell-Larcker criterion.

Structural equation modeling revealed strong explanatory power for all endogenous
variables: RZ values were 0.781 for strategies, 0.828 for central phenomena
(compensation), and 0.766 for outcomes, suggesting a strong model fit. Predictive
relevance (Q?2) values were above 0.35 (strategies=0.380, central phenomena=0.361,
outcomes=0.407), indicating robust predictive power. The overall Goodness of Fit (GoF)
was calculated as 0.742, confirming excellent model fit.

The results indicate that causal conditions (economic, social-cultural, legal,
individual, and HR management factors) strongly influence compensation strategies and
outcomes. Contextual conditions (welfare infrastructure, social security, organizational
infrastructure) and intervening conditions (job evaluation, organizational relationships,
structure, leadership) also significantly modulate these effects. Ultimately, the



implementation of financial and non-financial compensation strategies, recognition, and
job conditions positively affects job performance, satisfaction, burnout reduction, quality
of work-life, organizational performance, and organizational status.

DISCUSSION AND CONCLUSION

The results demonstrate that a comprehensive and transparent compensation system
positively influences employee outcomes and organizational effectiveness. Employees
perceive fair compensation, both financial and non-financial, as a key factor enhancing
engagement, satisfaction, and performance. The data suggest that integrating economic,
social, regulatory, and HR conditions into compensation strategies leads to stronger
employee commitment and better organizational alignment.

Contextual and intervening conditions play a vital role in amplifying compensation
effects. Welfare infrastructure, social security measures, organizational structure,
leadership, and relationships reinforce the effectiveness of compensation, ensuring that
employees experience tangible and perceived benefits. The high predictive power and
model fit values confirm the robustness of these relationships, highlighting the importance
of systemic planning in compensation management.

The study underscores the critical role of recognition, job conditions, and structured
incentives in promoting desirable organizational outcomes. Compensation systems are
most effective when they incorporate a holistic approach, combining financial rewards with
recognition, professional development, and supportive organizational culture. The strong
positive effects on job performance, satisfaction, burnout reduction, and work-life quality
emphasize that strategic compensation contributes not only to individual well-being but
also to broader organizational success.

In conclusion, this research confirms that well-designed compensation systems are
central to achieving organizational goals. By integrating causal, contextual, and
intervening factors, and by employing both financial and non-financial strategies,
organizations can enhance employee motivation, satisfaction, and performance, leading to
sustainable improvements in organizational effectiveness and competitive advantage. The
findings provide actionable insights for policymakers and HR professionals aiming to
optimize compensation systems in complex organizational environments.
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