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Abstract: Employee loyalty has become an increasingly critical issue amidst the intensifying global 
competition and the rising turnover rates observed across key industries, particularly in Indonesia's rapidly 
growing healthcare sector. This study aims to analyze the mediating effect of job satisfaction on the 
relationship between work environment, reward, workload, and employee loyalty at PT Kirana Artha 
Hannan Surabaya, a leading medical device distributor. Employing a quantitative approach with a survey 
method. The study utilized saturated sampling technique involving all 57 permanent employees of PT. 
Kirana Artha Hannan Surabaya. The data were analyzed using Partial Least Squares-Structural Equation 
Modeling (PLS-SEM) analysis through SmartPLS 3.2.9 software. The findings reveal that both work 
environment and reward positively and significantly affect job satisfaction, while workload shows a 
significant but negative relationship. Furthermore, job satisfaction is a strong predictor of employee loyalty. 
Interestingly, while the direct effects of work environment and reward on employee loyalty were negative, 
their indirect effects through job satisfaction are positive and significant, highlighting the crucial role job 
satisfaction plays in mediating these organizational factors. The study concludes that enhancing job 
satisfaction through improvements in work environment, adequate and fair rewards, and effective workload 
management is essential to foster employee loyalty and reduce turnover in the medical device industry. 
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1. Introduction 
Organizational success in a competitive business environment hinges on the retention of skilled, loyal 

employees (Ghosh & Gurunathan, 2015). Employee loyalty characterized by long tenure, high performance, 
and proactive organizational support is influenced by both organizational and individual factors, with job 
satisfaction playing a pivotal mediating role (Saputra & Komang, n.d.). 

In Indonesia, employee turnover trends have shown alarming growth, particularly in specialized 
industries such as medical devices. The 2023 Indonesia Employee Loyalty Survey reports that the medical 
device sector has only 48% high-loyalty employees with an average tenure of 4.6 years, compared to 
banking’s 68% and 6.2 years. PT. Kirana Artha Hannan, a Surabaya-based medical device distributor 
specializing in endoscopy and laparoscopy, has seen turnover rates escalate from 1.45% in 2022 to 10.98% 
in 2024. 

Prior studies have examined the roles of work environment (Rachmawati et al., 2023), reward 
(Malhotra, 2007), and workload (Tarwaka, 2015) in employee satisfaction and loyalty. However, research 
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integrating these three factors into a single framework with job satisfaction as a mediator especially in 
Indonesia’s medical device industryis limited. This study addresses this gap by applying Social Exchange 
Theory (Blau, 1964) and Herzberg’s Two-Factor Theory (Herzberg, 1959) to assess the complex 
relationships among these variables. 

The primary aim is to evaluate whether work environment, reward, and workload significantly 
influence employee loyalty directly and indirectly via job satisfaction in PT. Kirana Artha Hannan. This 
investigation not only contributes to theory but also offers actionable insights for human resource 
management in similar industrial contexts. 

2. Materials and Methods 
2.1. Research Design 

This study used a quantitative explanatory design to test the causal relationships between work 
environment, reward, workload, job satisfaction, and employee loyalty. PLS-SEM was chosen for its ability 
to handle complex models with mediation effects and small sample sizes. 

2.2. Population and Sample 
The population consisted of 57 permanent employees of PT. Kirana Artha Hannan Surabaya with at 

least one year of service. Using a saturated sampling technique, all qualified employees were included as 
respondents to ensure complete representation. 

2.3. Variables and Measurement 
The independent variables were Work Environment (11 indicators), (Sedarmayanti, 2017), Reward (5 

indicators), (Simamora & Henry, 2017), and Workload (5 indicators), (Tarwaka, 2015). Job Satisfaction (5 
indicators), (Robbins & Judge, 2019) acted as the mediator, and Employee Loyalty (5 indicators), (Hasibuan 
& Malayu, 2018) as the dependent variable. All items were measured using a 5-point Likert scale from 
“strongly disagree” to “strongly agree.” 

 

 
Figure 1. Conceptual Framework 

2.4. Data Collection 
Data were obtained through a structured questionnaire distributed to all 57 respondents in July 2024. 

The instrument was adapted from validated indicators in previous studies and measured all research 
variables using a 5-point Likert scale. A brief pilot test ensured clarity and relevance, and respondents were 
assured of confidentiality to encourage honest answers. 

2.5. Data Analysis 
Data were analyzed using PLS-SEM with SmartPLS, following two stages: evaluation of the 

measurement model to confirm validity and reliability, and testing of the structural model to examine path 
coefficients, R² values, and significance levels using bootstrapping. This method was selected for its 
suitability in testing complex models with mediation effects and relatively small samples. 

3. Results 
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3.1. Measurement Model Evaluation 
The measurement model was assessed to ensure the reliability and validity of each construct. All 

indicator loadings exceeded the recommended value of 0.70, indicating strong individual item reliability. 
The Average Variance Extracted (AVE) for each construct was above 0.50, confirming convergent validity. 
Composite reliability and Cronbach’s alpha values for all variables were also above 0.70, demonstrating 
good internal consistency. Discriminant validity was established through the Fornell–Larcker criterion, 
where the square root of the AVE for each construct was greater than its correlation with other constructs. 
These results indicate that all measurement indicators were appropriate for representing their respective 
latent variables. 

Table 1. Composite Reliability 

Variable Composite Reliability Result 
Work Environment 0,996 Reliabel 
Reward 0,996 Reliabel 
Workload 0,993 Reliabel 
Employee Loyalty 0,995 Reliabel 
Job Satisfaction 0,994 Reliabel 

3.2. Structural Model Evaluation 
After validating the measurement model, the structural model was examined to evaluate the 

relationships among constructs. The R² value for job satisfaction was 0.756, indicating that work 
environment, reward, and workload together explained 75.6% of its variance. The R² value for employee 
loyalty was 0.842, showing that job satisfaction along with the three independent variables explained 84.2% 
of its variance. The model’s Goodness of Fit (GoF) score of 0.743 indicated a strong overall fit. All 
hypothesized paths were tested using the bootstrapping method with 5,000 subsamples, producing 
significant t-statistics and p-values below 0.05, thereby supporting the proposed relationships in the research 
model. 

3.3. Hypothesis Testing Results 
The hypothesis testing results show that the work environment has a positive and significant effect on 

job satisfaction (H1), indicating that better physical and social working conditions directly enhance 
employee contentment, a finding consistent with (Rachmawati et al., 2023). Reward also exerts a significant 
positive influence on job satisfaction (H2), supporting previous studies by (Malhotra, 2007) and (Deloitte, 
2023), which reported that fair and adequate compensation systems improve employees’ positive attitudes 
toward their jobs. In contrast, workload has a significant negative impact on job satisfaction (H3), 
confirming (Tarwaka, 2015) view that excessive demands can reduce employee well-being and satisfaction 
levels. 

In terms of direct effects on employee loyalty, the work environment again shows a positive and 
significant relationship (H4), in line with (Kurniawati et al., 2025), who demonstrated that supportive 
workplace conditions foster stronger commitment. Similarly, reward positively influences loyalty (H5), 
echoing (Riyadi et al., 2023), who emphasized the role of fair compensation in retaining employees. 
Conversely, workload negatively affects loyalty (H6), a result that resonates with (Microsoft’s, 2023) 
findings that overwork leads to burnout and turnover intentions. 

The results also reveal that job satisfaction has a strong positive effect on employee loyalty (H7), which 
supports (Suherti et al., 2022), showing that satisfied employees tend to develop stronger organizational 
commitment. The mediation analysis indicates that job satisfaction transmits the positive effects of work 
environment and reward to employee loyalty (H8 and H9), reinforcing the Social Exchange Theory 
perspective (Blau, 1964) that employees reciprocate favorable treatment with loyalty. Finally, job 
satisfaction also mediates the negative relationship between workload and loyalty (H10), suggesting that 
while high workload generally reduces loyalty, maintaining satisfaction can partly buffer this negative 
impact, even though the overall effect remains harmful. 

Table 2. Hypothesis Testing Results 

Hypothesis Path 
Coefficient 

t-stat p-value Result 

Work Environment → Job Satisfaction 0.421 6.78 0.000 Supported 
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Reward → Job Satisfaction 0.367 5.12 0.000 Supported 
Workload → Job Satisfaction -0.238 3.94 0.000 Supported (Negative) 
Work Environment → Employee 
Loyalty 

0.215 3.87 0.000 Supported 

Reward → Employee Loyalty 0.198 3.22 0.001 Supported 
Workload → Employee Loyalty -0.201 3.15 0.002 Supported (Negative) 
Job Satisfaction → Employee Loyalty 0.421 6.78 0.000 Supported 
Work Environment → Employee 
Loyalty via Job Satisfaction 

0.457 8.42 0.000 Supported 

Reward → Employee Loyalty via Job 
Satisfaction 

0.192  0.000 Supported 

Workload → Employee Loyalty via 
Job Satisfaction 

0.168  0.000 Supported 

Work Environment → Job Satisfaction -0.109  0.001 Supported (Negative) 

4. Discussion 
The findings confirm that both work environment and reward positively influence job satisfaction, 

which in turn fosters employee loyalty, aligning with prior studies by (Kurniawati et al., 2025) and (Suherti 
et al., 2022). Conversely, workload exerts a significant negative effect, corroborating Microsoft’s (2023) 
burnout report and (Tarwaka, 2015) workload theory. 

The mediation analysis underscores job satisfaction’s role as a psychological mechanism through 
which organizational factors translate into loyalty, consistent with Social Exchange Theory’s reciprocity 
principle. In line with Herzberg’s Two-Factor Theory, work environment and reward function as motivators, 
whereas workload represents a hygiene factor whose excess diminishes satisfaction and loyalty. 

For PT. Kirana Artha Hannan and similar firms, these results stress the strategic importance of 
improving workplace conditions, offering fair and competitive rewards, and managing workloads to retain 
skilled personnel. 

5. Conclusions 
This study demonstrates that in PT. Kirana Artha Hannan Surabaya: 

1. Work environment and reward enhance job satisfaction and loyalty. 
2. Workload reduces both satisfaction and loyalty. 
3. Job satisfaction significantly mediates the relationships between all three antecedents and loyalty. 
Limitations: The single-company context limits generalizability. The cross-sectional design precludes 

causal inferences over time. 
Implications: Managers should prioritize environmental improvements, equitable compensation 

structures, and balanced workload distribution to maintain a loyal workforce. Future research could test this 
model across multiple industries and longitudinally. 
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