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Abstract : Human resource (HR) performance management plays a strategic role in improving 

employee retention through job satisfaction. This study aims to analyze effective performance 

management strategies in creating a work environment that supports employee satisfaction, 

thus reducing turnover rates. The method used in this research is a quantitative approach with 

a survey conducted on employees from various industries. The findings of the study indicate 

that factors such as a fair performance evaluation system, performance-based rewards, training 

and development, and good organizational communication have a positive impact on job 

satisfaction. High job satisfaction directly affects employee loyalty and reduces the intention to 

change jobs. Therefore, organizations need to implement holistic performance management 

strategies that focus on employee well-being to improve workforce retention. The implications 

of this study emphasize the importance of managerial roles in creating effective and sustainable 

performance policies to maintain workforce stability in the long term. 
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INTRODUCTION 

Human resources (HR) constitute an organization's primary asset, playing a crucial 

role in determining corporate sustainability and competitiveness (Amelyawati et al., 

2023). In an increasingly competitive business environment, employee retention poses a 

significant challenge for organizations seeking to maintain workforce stability and avoid 

the high costs associated with turnover (Febrian et al., 2024). One of the main factors 

influencing employee retention is job satisfaction, which can be achieved by 

implementing effective performance management strategies (Sukamto et al., 2024). 

Accordingly, organizations must understand various performance management 

approaches to enhance employee job satisfaction and reduce turnover intentions. 

Performance management is a series of processes that ensure that individuals and 

teams operate optimally to achieve organizational objectives (Dewi & Mashar, 2019). This 

process encompasses planning, monitoring, evaluating, and improving employee 

performance through providing feedback, performance-based rewards, and training and 

development initiatives. An effectively implemented performance management system 

can foster a conducive work environment, ultimately enhancing employee satisfaction 

and retention (Tarjo, 2019). 
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A critical performance management component is establishing a fair and 

transparent evaluation system. Objective performance assessments motivate employees 

to perform better and foster a sense of being valued by the organization (Retnowati & 

Putra, 2023). Furthermore, performance-based rewards contribute to job satisfaction by 

incentivizing employees who demonstrate outstanding performance (Astuti & 

Panggabean, 2014). Precise evaluation and reward mechanisms encourage employees to 

remain with the organization and diminish their inclination to seek employment 

elsewhere. 

In addition to evaluation and reward systems, employee training and development 

are pivotal factors in enhancing job satisfaction (Noorcahyo, 2025). Continuous training 

helps employees upgrade their skills, increases their confidence in performing tasks, and 

clarifies career advancement opportunities within the organization (Andayani & 

Hirawati, 2021). Consequently, companies that invest in employee development tend to 

exhibit higher retention rates than those without similar strategies (Utami & Dwiatmadja, 

2020). Organizational communication also significantly fosters a work environment that 

supports job satisfaction and employee retention (Maulidiyah, 2020). Open 

communication between management and employees facilitates the delivery of 

constructive feedback and enhances employee engagement in organizational decision-

making processes (Gutama, 2010). Effective communication makes employees feel more 

appreciated and motivated to continue working within the organization. 

Previous studies have found that companies with effective performance 

management systems demonstrate lower turnover rates than those without such 

strategies (Sukamto et al., 2024). This finding indicates that high job satisfaction, resulting 

from effective performance management, directly contributes to employee retention 

(Fitrianto, 2020). Therefore, organizations must adopt a holistic approach to managing 

employee performance to create a more stable and productive work environment. 

This study aims to analyze human resource performance management strategies in 

enhancing employee retention through job satisfaction. This research also seeks to 

identify the key factors contributing to job satisfaction and how companies can optimize 

performance management strategies to reduce turnover rates. Thus, the findings of this 

study are expected to provide valuable insights for HR management practitioners in 

developing more effective and sustainable policies. 

This study employs a quantitative survey method targeting employees across 

various industries. Data were collected through a questionnaire designed to measure 

levels of job satisfaction, perceptions of performance management systems, and 

employees' intentions to remain within their organizations. Data analysis was conducted 

using statistical techniques to identify relationships among these variables. By 

understanding the factors that influence job satisfaction and employee retention, 

organizations can design more effective strategies for managing their human resources. 

Performance management that focuses on employee well-being enhances productivity 

and fosters a positive and sustainable workplace culture. Therefore, this study is 

anticipated to contribute significantly to developing human resource management theory 

and practice in Indonesia. 

 

RESEARCH METHODS 

This study adopts a quantitative approach to analyze the influence of human 

resource management (HRM) performance strategies on employee retention through job 

satisfaction. The research design is a correlational survey to identify the relationships 

among the variables under investigation. The population of this study consists of 
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employees from various industries in Indonesia, with the sample selected using purposive 

sampling techniques. The sample selection criteria include employees who have worked 

for at least one year at their current companies to ensure they possess sufficient 

experience in evaluating workplace performance management systems. 

Data collection was conducted through questionnaires distributed both online and 

offline. The questionnaire comprises several sections, namely respondents' demographic 

data, the performance management systems implemented in their companies, levels of 

job satisfaction, and tendencies regarding employee retention. A five-point Likert scale 

was utilized to measure respondents' perceptions of each variable examined. The validity 

and reliability of the research instrument were tested using construct validity 

assessments and Cronbach's Alpha reliability tests to ensure the consistency and 

dependability of the collected data. 

Data analysis was performed using inferential statistical methods with the 

assistance of SPSS software or Structural Equation Modeling (SEM) techniques, 

employing tools such as AMOS or SmartPLS. Pearson correlation tests were utilized to 

examine the relationships among variables. At the same time, multiple linear regression 

analysis was conducted to identify the effects of performance management strategies on 

job satisfaction and employee retention. Path analysis was also applied to determine 

whether job satisfaction mediates the relationship between performance management 

and employee retention. 

In addition to quantitative analysis, this study incorporated a descriptive approach 

to gain deeper insights into employees' perceptions of the performance management 

policies implemented within their organizations. The descriptive data were analyzed to 

identify trends and patterns related to job satisfaction and employee retention. 

Consequently, the research findings offer numerical results and qualitative insights 

regarding the effectiveness of the performance management strategies adopted by 

organizations. 

This study acknowledges several limitations, including restrictions in sample size, 

which may affect the generalizability of the findings. Moreover, the data collected were 

self-reported, potentially introducing perception bias among respondents. Therefore, 

future research should employ longitudinal methods to observe the long-term impact of 

performance management strategies and incorporate qualitative methods, such as in-

depth interviews, to achieve a more comprehensive understanding. 

 

RESULTS AND DISCUSSION 

Research Findings 

The findings of this study demonstrate that the performance management strategies 

implemented across various companies significantly impact employee job satisfaction. Of 

the 350 distributed questionnaires, 320 were returned and deemed suitable for further 

analysis. The majority of respondents were employed in the manufacturing (40%), 

services (35%), and technology (25%) sectors. Statistical analyses revealed that fair 

performance evaluations, performance-based rewards, and training and development 

programs positively correlate with employee job satisfaction (r = 0.78, p < 0.01). 

Furthermore, multiple linear regression analysis indicated that fair performance 

evaluations exerted the most decisive influence on job satisfaction (β = 0.41, p < 0.01), 

followed by training and development (β = 0.35, p < 0.05) and performance-based 

rewards (β = 0.29, p < 0.05). These results suggest that companies employing transparent 
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and competency-based performance management systems can significantly enhance 

employee job satisfaction (Jayanti & Wati, 2019). 

Additionally, path analysis revealed that job satisfaction mediates the relationship 

between performance management and employee retention. This finding is supported by 

a mediation coefficient of 0.52, indicating that higher levels of job satisfaction are 

associated with a decreased likelihood of employees leaving the organization 

(Nurmalitasari & Andriyani, 2021). Therefore, organizations aiming to improve employee 

retention should prioritize the development of fairer and more structured performance 

management strategies. 

Discussion 

Performance Management and Job Satisfaction 

Performance management constitutes a key factor influencing employee job 

satisfaction. Transparent, competency-based appraisal systems foster a sense of fairness 

among employees, ultimately enhancing their work motivation (Simanjuntak et al., 2017). 

Previous studies have similarly found that employees who perceive their contributions as 

valued tend to exhibit higher levels of job satisfaction (Nasution & Musnadi, 2018). 

Training and development initiatives also play a crucial role in improving job 

satisfaction. Employees who have opportunities to develop their skills and knowledge feel 

more valued by their organizations (Aprianti et al., 2025). Moreover, continuous training 

programs contribute to increased work efficiency and help reduce stress from an inability 

to perform assigned tasks (Ruswati et al., 2024). 

Job Satisfaction as a Mediator in Employee Retention 

The findings of this study indicate that job satisfaction plays a critical role in 

employee retention. Employees who are satisfied with their jobs tend to form stronger 

emotional attachments to their organizations (Millena & Mon, 2022). This is consistent 

with previous research, which shows that higher job satisfaction reduces employees' 

intentions to seek employment elsewhere (Millena & Mon, 2022). 

Moreover, effective performance management strategies should not solely focus on 

evaluation and reward systems but must also encompass organizational communication. 

Open communication between management and employees fosters a positive work 

environment and enhances employee engagement in achieving organizational goals 

(Wijaya & Susanto, 2021). Accordingly, companies should develop more effective 

communication strategies to ensure employees feel valued and heard. 

Managerial Implications 

The findings of this research offer several managerial implications. First, 

organizations should implement objective, competency-based performance appraisal 

systems to ensure employees feel fairly treated. Second, systematic training and 

development programs should be integrated into human resource management 

strategies to enhance employee skills and motivation. Third, reward systems should be 

aligned with employee performance and contributions to foster feelings of appreciation 

and motivation to remain within the company (Ruswati et al., 2024). 

Furthermore, organizations should cultivate more open organizational 

communication practices so employees perceive themselves as active in decision-making. 

Companies that succeed in fostering collaborative work environments are more likely to 

enhance employee loyalty (Millena & Mon, 2022). Companies can improve employee job 
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satisfaction and reduce turnover rates by implementing effective performance 

management strategies. 

Research Limitations and Suggestions for Future Studies 

This study has several limitations. First, it employed a cross-sectional research 

design, which captures data at a single point in time. Future research should consider 

adopting a longitudinal approach to assess the long-term impact of performance 

management strategies on employee retention (Prasetyo & Widodo, 2019). 

Second, this study relied solely on quantitative survey methods, which may not fully 

capture employees' subjective experiences regarding performance management. Future 

research could incorporate qualitative methods, such as in-depth interviews, for a more 

comprehensive understanding (Aprianti et al., 2025). 

Finally, this research focused only on a few industrial sectors. Future studies should 

broaden the sample to include a broader range of industries to enhance the 

generalizability of the findings across various business contexts (Wijaya & Susanto, 2021). 

 

CONCLUSION 

This study affirms that performance management strategies are crucial in 

enhancing job satisfaction, ultimately contributing to employee retention. The analysis 

reveals that a fair performance evaluation system, continuous training and development 

programs, and performance-based rewards significantly impact employees' job 

satisfaction levels. Job satisfaction is demonstrated to act as a mediating variable linking 

performance management strategies to employee retention. Employees who are satisfied 

with their company's performance management system tend to exhibit greater loyalty 

and are less likely to seek employment opportunities elsewhere. Therefore, companies 

must implement performance management policies that are more transparent and 

grounded in the principles of fairness to improve employee well-being and reduce 

turnover rates. 

Furthermore, effective organizational communication also strengthens the 

relationship between performance management strategies and job satisfaction. Open 

communication between management and employees can foster a positive work 

environment, enhance employee engagement, and reinforce a sense of belonging to the 

organization. The managerial implications of this study suggest that companies should 

not only focus on performance evaluations and rewards but also pay close attention to 

employee development and robust internal communication. Organizations can cultivate 

a healthier and more productive workplace culture by adopting a comprehensive 

performance management strategy. 

Despite offering valuable insights, this study acknowledges several limitations. It 

employs a cross-sectional method, which does not capture the long-term effects of 

performance management strategies on employee retention. Additionally, the 

quantitative approach only depicts the relationships among variables without delving 

into the subjective factors influencing employees' decisions to remain with a company. 

Therefore, future research should adopt longitudinal and qualitative approaches better to 

understand employees' experiences with corporate performance management systems. 

With broader and more in-depth research, companies can design more effective and 

sustainable human resource policies to maintain workforce stability. 
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