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Abstract

This study investigates the influence of psychological empowerment and work motivation
on employee performance at Bank Jatim Madiun, Indonesia, a regional branch operating
in a competitive and service-driven banking environment. Employee performance, crucial
to ensuring service quality and operational success, remains below institutional
expectations despite ongoing efforts. The study addresses this issue by exploring whether
psychological empowerment and work motivation directly affect performance and
whether employee engagement mediates these relationships. Using a quantitative
research design and a saturated sampling of 110 employees, data were collected via
structured questionnaires based on validated instruments and analyzed using PLS-SEM
with SmartPLS. Results show that psychological empowerment significantly enhances
both engagement and performance, and that engagement mediates this relationship. In
contrast, while work motivation positively affects engagement, it has no direct or indirect
impact on performance. These findings imply that fostering psychological empowerment
by promoting autonomy, competence, and purpose may be more effective in improving
performance than relying on motivation alone. The study recommends that banks adopt
empowerment-oriented human resource strategies to enhance engagement and
organizational outcomes.
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Introduction

The banking industry is a pivotal component of a nation's financial
infrastructure, serving as a primary catalyst for economic growth. This sector is
intricate and varied, comprising commercial banks, investment banks, non-bank
financial institutions, and other financial entities. Fundamentally, banking supports
economic development by granting businesses access to capital, fostering
investment, and mobilizing savings. Additionally, banks are instrumental in
mitigating economic inequality by providing financial services to underserved
populations. On a global scale, the banking sector is indispensable in delivering
financial services that sustain economic activity, growth, and stability. The
relentless progression of technology and global dynamics continues to influence the
industry's evolution, while regulatory frameworks and policies are crucial for
maintaining the security and resilience of the financial system.

Due to its complexity and diversity, the banking industry necessitates a highly
skilled workforce. In an increasingly competitive landscape, banks require teams
proficient in crafting innovative products and services that align with evolving
market demands. This situation demands employees with a deep understanding of
market trends, customer needs, and opportunities for innovation. As Yashaswini et
al. (2023) emphasize, managing human resources in the banking sector presents
significant challenges, particularly given the intricate nature of financial systems.
Fathima (2015) also notes that banking has evolved into a highly complex activity
within financial markets, directly and indirectly impacting national growth and
serving as a vital part of the global banking environment. Consequently, banks and
financial institutions need highly effective teams and the right talent to execute their
daily operations.

Employee performance is a crucial determinant of an organization's overall
success. As highlighted by Nduati and Wanyoike (2022), employee involvement,
motivation, and commitment are essential in helping organizations achieve their
objectives. In the banking sector, where service quality and operational efficiency
are paramount, employee performance becomes even more vital. Rahaman et al.
(2023) stress that banks must prioritize staff performance to sustain growth and
remain competitive in the long run. Understanding the factors that influence
employee productivity is critical for management, especially in industries that
provide services directly to customers.

Bank Jatim, a regional bank in East Java, Indonesia, plays a significant role in
supporting the region's economic development. One of its branches, located in
Madiun, offers essential banking services to local businesses and communities.
Like many financial institutions, the branch operates in an environment influenced
by broader economic conditions. During times of economic uncertainty, both
businesses and individuals tend to be more cautious in borrowing and investing,
which can impact a bank's ability to generate income from lending. Similarly,
customer behavior regarding saving or withdrawing funds can affect the bank's
liquidity and financial stability. These dynamics underscore the increasing need for
a capable and responsive workforce that can navigate operational challenges and
maintain service quality under varying economic conditions.

Organizational performance is closely linked to employee performance, with
productivity often reflecting how well individuals meet their key performance
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expectations. At Bank Jatim Madiun, employee performance is evaluated using Key
Performance Indicators (KPI), which track individual contributions to
organizational goals. Indicators such as customer satisfaction, sales outcomes, and
task completion serve as both leading and lagging measures of effectiveness. In
recent years, the average KPI scores have shown modest improvement, rising from
2.02 in 2021 to 3.21 in 2023. However, this remains below the institutional target
of at least 4, with an aspirational benchmark of 5. This gap indicates a need for
immediate attention, as continued underperformance may affect service quality,
operational efficiency, employee productivity, regulatory compliance, and overall
competitiveness. Strengthening KPI outcomes is, therefore, essential to ensure that
the bank's operational goals are consistently and sustainably met.

Declining employee productivity can lead to higher operational costs and
reduced profits. In terms of financial indicators, a high rate of non-performing loans
may result from ineffective credit risk management or weak credit evaluation
processes. On the service side, low customer satisfaction may reflect inconsistent
or unresponsive service delivery. These conditions highlight the need for strategic
efforts to improve employee KPI achievement at Bank Jatim Madiun so that it
meets the expected performance threshold.

Organizational goals are achieved through the combined contributions of every
part of the organization. This collective effort provides both direction and energy
for organizational progress. To fulfill these goals, businesses engage in various
activities that reflect the execution of their corporate mission. In essence, business
refers to organizational activities involving the sale of goods or services to
individuals or other companies, aiming to generate profit through daily operations
Haigh & Hoffman (2012).

In the realm of organizational performance, grasping the key factors that shape
employee behavior and contributions is crucial. Work motivation, psychological
empowerment, and employee engagement are widely acknowledged as pivotal
drivers of employee performance. Motivation encompasses the internal and
external forces that initiate and guide behavior Zacher et al. (2021), Psychological
empowerment refers to the sense of autonomy and control employees experience
over their work Sakeru et al. (2019). Employee engagement, in turn, signifies the
level of commitment and involvement an individual has toward their job and
organization (Morgan et al., 1990). These factors not only influence individual
effort and persistence but also affect creativity, service quality, and organizational
commitment Widodo et al. (2023). As modern organizations face mounting
pressure to remain agile and efficient, exploring how these psychological and
behavioral dimensions interact with employee performance becomes a timely and
necessary focus.

Research on work motivation, psychological empowerment, and employee
engagement about employee performance is of great importance, as it offers
valuable insights for enhancing productivity and organizational effectiveness.
These factors are also crucial in reducing employee turnover and absenteeism,
shaping effective human resource policies, and improving overall employee well-
being. Given their strategic role in human resource management and organizational
success, such research is both timely and necessary, particularly in the banking
industry, where human capital is vital to service quality and operational efficiency.
Despite various improvement efforts, Bank Jatim Madiun continues to struggle with
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meeting expected performance standards, as evidenced by its suboptimal KPI
achievements. These ongoing issues suggest underlying problems related to low
psychological empowerment, insufficient motivation, and weak employee
engagement. This study, therefore, aims to investigate whether psychological
empowerment and work motivation significantly impact engagement and
performance and whether engagement mediates these relationships.

Employee performance is intricately linked to how effectively individuals
execute their assigned tasks and responsibilities. It encompasses not only the results
achieved but also the behaviors demonstrated by employees within the organization
(Armstrong, 2016). More precisely, employee performance is characterized by an
individual’s capability to fulfill duties assigned by the organization. Empirical
research indicates that performance is shaped by factors such as motivation,
leadership, work environment, organizational culture, and competence Nguyen et
al., 2020), along with employee empowerment and public service motivation
(Fonda et al., 2023), employee engagement and OCB (Dealisa & Widodo, 2024),
and organizational climate, empowerment, and engagement (Lubis et al., 2023).

Employee engagement plays a crucial role in influencing work motivation
within corporate management. When employees feel a connection to their
workplace, where they invest their professionalism and receive fair compensation,
this engagement can lead to enhanced performance. Although concerns have arisen
about declining engagement due to global influences and cosmopolitan ideals, these
effects can be mitigated through psychological empowerment. Employee
engagement refers to the degree of an employee’s commitment and involvement in
their job and organization. Several factors, including organizational goals,
managerial support, company culture, work-life balance, and career advancement
opportunities, shape it. Work motivation itself is defined as the internal and external
forces that drive an individual to perform tasks (Morgan et al., 1990). Empirical
findings are mixed. Studies by Sakeru et al. (2019) and Aziez (2022) demonstrate
a positive and significant impact of engagement on performance, while Noercahyo
et al. (2021) find no effect, and Budiarto et al., (2023) report a negative yet
significant influence.

Psychological empowerment is a state where employees feel they have
control and influence over their work. This sense of autonomy is vital for achieving
organizational goals, as empowered employees are generally more motivated and
perform better. Such employees often exhibit increased motivation, commitment,
and involvement, which boosts productivity and work quality. They are also more
likely to be creative and innovative, actively seeking improved solutions and
experimenting with new methods to enhance efficiency and organizational
relevance. Furthermore, empowered employees demonstrate a stronger concern for
customer satisfaction, which contributes to better service quality and enhances the
organization's reputation. According to Sakeru et al. (2019), psychological
empowerment significantly positively affects employee performance. However,
Afram et al. (2022) and Dealisa and Widodo (2024) found no such effect, while
Widodo et al. (2023) concluded that psychological empowerment significantly
influences both employee engagement and performance. Empowered employees
also tend to make confident decisions and act independently, fostering a proactive
workforce.
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Motivation is the driving force behind individuals' choices among
alternatives, influencing how they allocate their time, the effort they exert, their
thoughts and feelings about tasks, and their persistence in completing them Zacher
etal. (2021). In the workplace, motivation plays a crucial role in affecting employee
engagement, which reflects an employee's commitment to and involvement in their
job and organization. Parjoleanu (2020) notes that motivation encompasses all
human traits, both positive and negative, and is often misunderstood during
analysis. People naturally categorize others based on behavior, which can assist
managers in identifying better ways to motivate different types of employees.
Empirical research presents varied findings: Riyanto et al. (2021) and Yudiani et al.
(2023) found that motivation significantly influences performance, while Engidaw
(2021) and Fatmasari et al. (2018) report that motivation affects employee
engagement. However, Luthfi and Putri (2021) and Kusumah and Rismawati
(2022) found either no or negative effects.

Within the broader framework of human resource management, psychological
empowerment plays a crucial role in shaping employee performance. This concept
underscores the significance of granting employees autonomy, a sense of control,
and responsibility in their work environment. When individuals feel empowered,
they often experience heightened intrinsic motivation, deeper job involvement,
enhanced creativity, and greater job satisfaction, all of which positively contribute
to achieving organizational goals and improving overall performance. However,
empirical findings are mixed. While Sakeru et al. (2019) reported a significant
positive impact of psychological empowerment on employee performance, other
studies, such as those by Afram et al. (2022), Dealisa and Widodo (2024), and Lubis
et al. (2023), found no significant relationship. Building on this theoretical and
empirical foundation, this study proposes the following hypothesis:

H1: The more psychologically empowered the employees feel, the higher their
level of performance is likely to be.

Psychological empowerment refers to the degree to which employees feel
capable, independent, and able to influence their work environment. When
employees experience psychological empowerment, they are more likely to be
engaged in their work. The engagement happens because they perceive their tasks
as meaningful, feel confident in executing them, enjoy freedom in decision-making,
and believe their work has a significant impact. Such empowerment naturally
boosts their engagement and commitment to both their roles and the organization.
Empirical evidence supports this perspective. Widodo et al. (2023) and Meng and
Sun (2019) identified a significant positive effect of psychological empowerment
on employee engagement. However, Nawrin (2016) reported only a modest effect
(41%), while Lubis et al. (2023) found no significant impact. Based on this, the
following hypothesis is proposed:

H2: The more psychologically empowered the employees are, the higher their
level of engagement will be.

Work motivation is the internal drive that propels individuals to act and achieve
their workplace goals. When employees are highly motivated, they tend to persist
in overcoming obstacles and challenges that arise in their work environment. A
strong sense of motivation encourages individuals to exert greater effort, leading to
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higher productivity and more efficient task completion. Employees motivated to
perform well are generally more focused, proactive, and capable of delivering
results within shorter timeframes. Empirical findings on this topic vary. Studies by
Riyanto et al. (2021) and Yudiani et al. (2023) found that work motivation has a
significant positive effect on employee performance. In contrast, Kusumah and
Rismawati (2022) concluded that work motivation has a negative but insignificant
effect on performance. Based on this evidence, the following hypothesis is
proposed:

H3: The stronger the employees’ work motivation, the higher their
performance is likely to be.

Work motivation serves as an initial catalyst that propels individuals to engage
in their tasks actively. When employees are motivated to excel, they often exhibit
greater involvement in their work. This engagement is particularly pronounced
when employees find enjoyment in their tasks and feel an emotional connection to
their roles. The interplay between work motivation and employee engagement can
be seen as a dynamic process where motivation sparks deeper engagement, which
in turn fosters further motivation. This situation creates a positive cycle, leading
employees to become more invested in their work and more committed to achieving
organizational goals. Empirical studies have demonstrated this connection:
Engidaw (2021) found that both intrinsic and extrinsic motivation significantly
influence employee engagement, and Fatmasari et al. (2018) reported similar
findings. However, Luthfi and Putri (2021) found no significant relationship. Based
on this, the following hypothesis is proposed:

H4: The stronger the employees’ work motivation, the higher their level of
engagement is likely to be.

Employee engagement refers to the degree to which employees are emotionally
and cognitively committed to their work and the organization they are part of.
Employees who are highly engaged typically exhibit greater enthusiasm,
dedication, and attentiveness in completing their tasks. Elevated levels of
engagement are often linked to enhanced work quality, as employees become more
meticulous, careful in adhering to work processes, and more invested in the
outcomes of their tasks, whether in products or services. Empirical findings on the
impact of employee engagement on performance reveal varied results. Studies by
Sakeru et al. (2019) and Aziez (2022) concluded that employee engagement has a
positive and significant effect on performance. Conversely, Noercahyo et al. (2021)
found no influence, while Budiarto et al. (2023) reported a negative yet significant
relationship, and Lubis et al. (2023) found no significant impact. Based on these
perspectives, the following hypothesis is proposed:

HS: The higher the employees’ engagement, the better their performance is
likely to be.

Psychological empowerment is a process that enhances an individual’s sense
of control, competence, and meaningfulness in their work. Those who feel
psychologically empowered often experience both personal and professional
growth as they develop new skills and strengthen their ability to reach their full
potential. Several studies have explored the indirect impact of empowerment on
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performance outcomes through mediating variables. Levina (2021) found that
psychological empowerment influences employee performance through intrinsic
motivation. Saputra and Heryjanto (2021) concluded that employee engagement
mediates the relationship between empowerment and turnover intention. Similarly,
Ambarsari et al. (2021) discovered that employee engagement mediates the effect
of organizational support on performance. Fonda et al. (2024) reported that work
discipline serves as a mediator between psychological empowerment and
performance. However, Lubis et al. (2023) found no mediating role of employee
engagement in the relationship between empowerment and performance. Based on
this literature, the following hypothesis is proposed:

H6: Employee engagement mediates the relationship between psychological
empowerment and employee performance.

Work motivation is an internal drive that propels individuals to reach their
professional goals and enhance their performance. Personal needs and desires for
achievement often spark it. Motivated employees generally experience greater
satisfaction and engagement with their work, which are crucial elements of
employee engagement. Those who are engaged at work typically exhibit high levels
of dedication, energy, and a willingness to exert extra effort to help the organization
meet its objectives. Numerous studies have examined the mediating role of
engagement in the relationship between motivation and performance, though the
findings vary. Trisninawati and Elpanso (2022) concluded that employee
engagement mediates the effect of the work environment on performance but not
the effect of motivation. Conversely, Hania and Bernardus (2021) discovered that
employee engagement not only positively influences performance but also mediates
the relationship between motivation and performance. Lubis et al. (2023) also
considered employee engagement as a mediating variable between organizational
climate and performance. Based on these findings, the following hypothesis is
proposed:

H7: Employee engagement mediates the relationship between work
motivation and employee performance.

Methodology

This study employs a quantitative research approach to explore the
relationships among psychological empowerment, work motivation, employee
engagement, and employee performance. The quantitative method is deemed
suitable for testing hypotheses and analyzing variable relationships through
structured data. The research focuses on the employees of Bank Jatim Madiun,
comprising 110 individuals, including Sub-Branch Leaders, Functional Office
Leaders, Account Officers, and Staff. Due to the relatively small population size, a
saturated sampling technique is used, incorporating the entire population as the
sample. This approach ensures comprehensive representation and eliminates
sampling bias. Data collection was conducted via a structured questionnaire
developed based on validated indicators from established literature. Performance
indicators are drawn from Macey and Schneider (2008), employee engagement
from Schaufeli and Bakker (2004), psychological empowerment from Spreitzer
(1995), and work motivation from Jones and George (2012). The data collected will
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be analyzed using PLS-SEM through SmartPLS.

Result and Discussion

To assess the reliability and validity of the constructs utilized in a study using
PLS-SEM, a measurement model evaluation was performed. Table 1 displays the
indicator loadings, Average Variance Extracted (AVE), Cronbach’s Alpha,
Composite Reliability, and R? values for the endogenous constructs. These
indicators confirm that the instruments used demonstrate acceptable internal
consistency and convergent validity, thereby ensuring the robustness of the
measurement model.
Table 1. Outer and Inner Model Evaluation

. Indicat Loading Cronbach's  Composite 2
Variables or Factor AVE Alpha Reliability R
PP1 0,864
Psychological PP2 0,810 0,71
Empowerment PP3 0,816 9 0,870 0,911
PP4 0,899
MK1 0,912 0.81
Motivation MK?2 0,878 ’9 0,890 0,931
MK3 0,924
EE1 0,925
EEmap'g%?nt EE2 0,922 0’32 0,896 0,935 %3?
9ag EE3 0,881
KP1 0,873
KP2 0,878
Pgrrpopr'r?]ﬁie KP3 0,826 0’270 0,893 0,022 357
KP4 0,823
KP5 0,786

Source: Authors’ Work (2025)

The measurement model demonstrates strong reliability and validity across all
constructs. Indicator loadings exceed the recommended threshold of 0.70,
confirming solid item reliability. AVE values for all variables are above 0.50,
indicating good convergent validity, while Cronbach’s Alpha and Composite
Reliability values surpass 0.70, supporting high internal consistency. The R2 values
for Employee Engagement (0.733) and Employee Performance (0.715) suggest
substantial explanatory power of the structural model. Overall, the results confirm
that the instruments used are both statistically sound and suitable for further
analysis.

Table 2. Cross Loading

Indicat Employee Psychological Motivati Employee
Engagem
or Performance Empowerment on ent
KP1 0,873 0,658 0,584 0,709
KP2 0,878 0,681 0,563 0,712
KP3 0,826 0,577 0,515 0,662
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Indicat Employee Psychological Motivati Employee
Engagem
or Performance Empowerment on ent

KP4 0,823 0,623 0,558 0,621
KP5 0,786 0,747 0,530 0,742
PP1 0,733 0,864 0,589 0,756
PP2 0,588 0,810 0,499 0,638
PP3 0,558 0,816 0,720 0,632
PP4 0,767 0,899 0,651 0,806
MK1 0,695 0,692 0,912 0,696
MK?2 0,491 0,597 0,878 0,560
MK3 0,574 0,663 0,924 0,668
EE1 0,787 0,818 0,701 0,925
EE2 0,771 0,785 0,668 0,922
EE3 0,693 0,687 0,573 0,881

SmartPLS (2025)

The cross-loading results confirm discriminant validity, as each indicator loads
highest on its intended construct compared to other constructs. Indicators for
Employee Performance (KP1-KP5), Psychological Empowerment (PP1-PP4),
Work Motivation (MK1-MK3), and Employee Engagement (EE1-EE3) all
demonstrate stronger associations with their respective variables than with others.
This pattern indicates that each construct is empirically distinct, supporting the
validity of the measurement model.

To evaluate the structural relationships among variables, path analysis was
conducted using SmartPLS. The resulting model, as illustrated in Figure 1, depicts
the direct and indirect effects of psychological empowerment, work motivation,
employee engagement, and work performance. Table 3 further summarizes the path
coefficients, t-statistics, and p-values, highlighting which hypothesized
relationships are statistically significant.

M

v
= 0864
PP2 0810
om
L e
0899
-

PP psychological

Empowerment 1682 0294

engagement Wwork KPS
performance

Motivation

Figure 1. Path Diagram
Source: Authors’ Work (2025)
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Table 3. Path Coefficient

Path T-

Variables Coefficie statisti PI
" cs value
Psychological Empowerment > Employee 0,009*
Performance 0,294 2,639 )
Psychological Empowerment > Employee 0,000*
Engagement 0682 7,725 )
Motivation > Employee Performance 0,064 0,584 0,560
*
Motivation > Employee Engagement 0,222 2,075 0’0)38
Employee Engagement > Employee 0,000*
Performance 0533 4625 )
Motivation > Employee Engagement > 0,118 1760 0,079
Employee Performance
1 *
Psychological Empowerment > Employee 0,364 4,179 0,000
Engagement > Employee Performance )

*: Significant Result
SmartPLS (2025)

Psychological empowerment is widely acknowledged as a process that
enhances employees' intrinsic motivation by bolstering their sense of control,
autonomy, competence, and purpose in the workplace. Empowered employees are
more likely to engage proactively, take initiative, and contribute to organizational
objectives. When individuals feel psychologically empowered, they tend to exhibit
greater creativity, commitment, and confidence, factors that collectively enhance
task performance. For instance, within the context of Bank Jatim, employees who
perceive themselves as competent are more reliable, efficient, and consistent in their
output. Autonomy in decision-making enables them to adapt flexibly and apply
effective work methods, thereby improving performance quality.

Furthermore, empowerment strengthens the psychological contract between
the employee and the organization; when autonomy and competence are
acknowledged, employees reciprocate with loyalty and high performance.
Empirical evidence largely supports this link. Sakeru et al. (2019) found that
psychological empowerment significantly influences employee performance.
However, some studies report differing outcomes. Afram et al. (2022), Dealisa and
Widodo (2024), and Lubis et al. (2023) found no significant effect. Despite these
variations, this study concludes that psychologically empowered employees tend to
perform at higher levels (H1 accepted).

Psychological empowerment is a crucial strategy in human resource
development, especially within dynamic organizational settings. It entails providing
employees with autonomy, responsibility, and influence over their work. When
employees perceive themselves as empowered (believing their work is meaningful,
recognizing their competence, and having the freedom to make decisions), they
generally exhibit higher levels of engagement and commitment. This empowerment
cultivates a stronger psychological bond between the employee and the
organization, referred to as the psychological contract. Empowered employees
often feel a sense of ownership over their tasks and a heightened sense of
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responsibility, motivating them to invest both emotionally and intellectually in their
work. At Bank Jatim Madiun, employees who are confident and skilled have shown
increased engagement, leading to enhanced service, innovation, and a collaborative
culture. The sense of being trusted and valued inspires employees to exceed basic
job expectations, thereby boosting both performance and workplace cohesion. The
findings of this study are consistent with those of Widodo et al. (2023) and Meng
and Sun (2019), who identified a significant positive relationship between
psychological empowerment and employee engagement. However, Nawrin (2016)
reported only a moderate effect (41%), and Lubis et al. (2023) found no significant
influence. Despite these variations, the evidence in this context indicates that
psychological empowerment at Bank Jatim strengthens emotional connection, job
involvement, and team collaboration, the key dimensions of engagement. Thus, it
Is concluded that employees who feel psychologically empowered are more likely
to be engaged in their work (H2 accepted).

Work motivation is the internal drive that compels individuals to engage in
tasks willingly, sincerely, and with enthusiasm. It is influenced by personal goals,
leadership encouragement, and the desire to achieve quality results. Motivated
employees tend to be more resilient when facing workplace challenges and are more
likely to produce higher-quality output in less time. Leaders play a crucial role in
stimulating motivation by fostering a supportive and inspiring work environment.
Several principles guide motivational practices, such as providing recognition,
promoting meaningful goals, and cultivating emotional engagement. Despite this
theoretical understanding, the findings of this study reveal that work motivation
does not significantly affect employee performance at Bank Jatim Madiun. This
result contradicts earlier studies by Riyanto et al. (2021) and Yudiani et al. (2023),
which reported a significant positive influence. However, the result aligns with
Kusumah and Rismawati (2022), who also found no significant relationship. The
lack of influence in this case may be due to other, more dominant variables, such
as psychological empowerment and employee engagement, which appear to play a
greater role in driving performance outcomes. This result suggests that while
motivation is important, it may not operate independently in influencing job
performance; rather, its effects may be indirect or situational. Therefore, based on
the statistical evidence, this study concludes that work motivation does not
significantly affect employee performance (H3 rejected).

Work motivation is a crucial psychological factor in the workplace,
influencing an employee's productivity, creativity, commitment, and job
satisfaction. It is defined as a mental attitude that drives individuals to perform their
tasks enthusiastically and sincerely, aiming to achieve personal or organizational
goals. Motivation can arise from internal factors like ambition or purpose, or
external factors such as recognition or leadership support. It also acts as an initial
trigger for active participation in the workplace. When employees feel motivated,
they are more likely to be emotionally involved and committed to their work. This
situation creates a reinforcing cycle: high motivation leads to greater engagement,
which in turn strengthens motivation. In this study, the findings indicate that work
motivation significantly positively affects employee engagement. These results
align with those of Engidaw (2021), who found that both intrinsic and extrinsic
motivation positively influence engagement, as well as Fatmasari et al. (2018), who
reached similar conclusions. At Bank Jatim Madiun, employees exhibit positive
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motivation that contributes to a cooperative and harmonious work environment.
Rather than fostering unhealthy competition, motivated employees display a strong
sense of belonging, enhancing workplace cohesion and emotional connection. This
environment promotes deeper involvement and a shared purpose across teams.
Based on the statistical evidence and observed workplace culture, this study
concludes that higher work motivation leads to greater employee engagement (H4
accepted).

Employee engagement is a workplace strategy aimed at creating the best
conditions for employees to be committed to organizational goals and motivated to
perform at their peak every day. It reflects the degree to which employees are
emotionally and cognitively invested in their work and their organization. Highly
engaged employees are typically more meticulous in completing tasks, more precise
in adhering to procedures, and more attentive to the quality of outcomes, whether
products or services. Engagement often results in enhanced performance, as
employees willingly apply their full potential. A positive work environment is
crucial in supporting this engagement-performance connection. When the
workplace encourages collaboration, mutual respect, and shared goals, employees
are more likely to dedicate themselves to achieving organizational success. This
study confirms that employee engagement significantly influences employee
performance at Bank Jatim Madiun. The finding aligns with previous research by
Sakeru et al. (2019) and Aziez (2022), all of which reported a positive and
significant relationship between engagement and performance. In practice, Bank
Jatim has actively maintained a harmonious internal environment, supported by
initiatives such as employee gatherings aimed at strengthening unity and shared
purpose. These efforts help build a cohesive and emotionally connected workforce,
which in turn enhances overall job performance. Thus, the study concludes that
employee engagement is a key driver of performance within the organization (H5
accepted).

Psychological empowerment involves organizational initiatives that enable
employees by providing them with trust, authority, responsibility, and the chance
to plan and manage their work. This process aims to build employee confidence and
encourage individuals to reach their full potential. Empowered employees are more
likely to perceive their work as meaningful, feel competent in performing their
duties, and believe they have the autonomy to influence outcomes. These
perceptions naturally lead to higher levels of engagement and commitment. When
employees are engaged (mentally and emotionally invested in their roles), they are
more motivated to contribute meaningfully to organizational goals. This study's
findings reveal that psychological empowerment significantly influences employee
performance through the mediating role of employee engagement. This finding
suggests that empowerment not only has a direct impact but also enhances
engagement, which in turn drives performance. The result supports the findings of
Sakeru et al. (2019), who also concluded that engagement is a key pathway through
which psychological empowerment affects employee outcomes. At Bank Jatim
Madiun, empowering employees psychologically by fostering a sense of meaning,
confidence, and ownership has led to stronger engagement and better performance.
This finding reinforces the notion that psychological empowerment strengthens not
only individual confidence and autonomy but also collective organizational
effectiveness through heightened employee involvement. Based on the statistical
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findings and theoretical support, this study concludes that employee engagement
mediates the relationship between psychological empowerment and employee
performance (H6 accepted).

Work motivation is the internal drive that compels individuals to act sincerely,
enthusiastically, and persistently to achieve meaningful results in their tasks.
Motivated employees are more likely to persevere through workplace challenges
and strive to produce high-quality outcomes efficiently. This motivation not only
supports individual achievement but also fosters deeper involvement in
organizational goals. The relationship between motivation and employee
engagement is often described as a reinforcing cycle: initial motivation boosts
engagement, which in turn strengthens future motivation. In theory, higher
motivation should lead to stronger engagement, thereby enhancing employee
performance. However, this study found that work motivation does not significantly
influence performance through employee engagement at Bank Jatim Madiun. These
findings contradict those of Hania and Bernardus (2021), who concluded that
engagement successfully mediated the relationship between motivation and
performance. Instead, the results align with Trisninawati and Elpanso (2022), who
also found that employee engagement did not mediate this relationship. The lack of
a significant direct effect of motivation on performance in this study explains the
absence of a mediation effect, suggesting that other factors, such as psychological
empowerment or organizational climate, may play more critical roles in shaping
performance outcomes. Although motivation and engagement remain theoretically
interconnected, their combined influence on performance may be context-
dependent. Therefore, it is concluded that employee engagement does not mediate
the relationship between work motivation and employee performance (H7
rejected).

Conclusion

This study concludes that psychological empowerment is a key determinant of
both employee engagement and performance within the context of Bank Jatim
Madiun. Employees who perceive themselves as autonomous, competent, and
influential in their roles tend to be more engaged and demonstrate stronger
performance. The findings also confirm that employee engagement mediates the
relationship between psychological empowerment and performance, emphasizing
the importance of cultivating a supportive and empowering work environment to
enhance both individual commitment and organizational outcomes. In contrast,
work motivation was found to have no significant direct effect on performance, nor
did it exert an indirect effect through engagement. This finding indicates that
motivation alone may not be sufficient to improve employee performance if not
supported by contextual factors such as empowerment or organizational culture.
Although some previous studies have reported different outcomes, these findings
suggest that the specific organizational environment shapes the interplay between
motivation, engagement, and performance.

However, the study has several limitations. It was conducted in a single
branch, Bank Jatim Madiun, and used saturated sampling, which may affect the
generalizability of the results to other branches or sectors. The use of a purely
guantitative design also limits the exploration of deeper behavioral and contextual
dynamics that may influence the observed relationships. Future research should
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consider including a broader and more diverse sample across multiple locations or
industries. Additionally, applying qualitative or mixed-methods approaches could
provide richer insights into how employees experience empowerment and
motivation in their daily work. Future studies are also encouraged to explore
alternative mediating or moderating variables, such as organizational commitment,
job satisfaction, or leadership style, to gain a more comprehensive understanding
of the factors that influence employee performance.
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