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Paramadina, Indonesia 1. INTRODUCTION Human resources are a strategic asset in
every organization, particularly in publicsector institutions that implement policy and
provide public services. Organizational effectiveness in the public sector is not determined
solely by technological advancement or infrastructure, but primarily by employees’
competence and engagement in carrying out their duties and responsibilities [1]. In the
context of Indonesian public administration, improving employee performance has become
a central focus of bureaucratic reform, as public sector Article Info ABSTRACT Article
history: Received 2025-12-30 Revised 2026-01-13 Accepted 2026-01-19 This study
examines the influence of competency and employee engagement on employee
performance in public sector institutions in Indonesia. The research is motivated by
persistent performance disparities within public sector organizations, which are frequently
linked to misalignment between employee competency and job demands, as well as
insufficient levels of employee engagement. The study aims to analyze the direct effects of
competency and employee engagement on employee performance and to investigate the
mediating role of employee engagement in the competency— performance relationship. A
quantitative explanatory approach was employed, involving 105 employees from a public-
sector institution selected via simple random sampling. Data were collected using a
structured questionnaire with a five-point Likert scale measuring competency, employee
engagement, and employee performance. Path analysis was used to test the hypothesized
relationships among variables. The results reveal that competency has a positive and
significant effect on employee performance, employee engagement has a positive and
significant effect on employee performance, and employee engagement significantly

mediates the relationship between competency and employee performance. These



findings underscore the importance of integrating competency development and employee
engagement strategies to enhance performance and organizational effectiveness in public
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to demonstrate professionalism, accountability, and results-oriented performance in
delivering effective and efficient public services. Despite these demands, empirical
evidence indicates that employee performance in several public sector institutions remains
suboptimal. Data from the Ministry of Administrative and Bureaucratic Reform show that
approximately 42% of public sector employees exhibit low productivity due to a mismatch
between individual competencies and job requirements. In addition, internal surveys across
various government agencies reveal declining levels of work motivation and employee
engagement, particularly among younger civil servants. This condition reflects a gap
between organizational expectations and actual employee performance. Previous studies
suggest that inadequate competence and low employee engagement are among the main
factors associated with declining performance in public organizations [2]. Employee
performance is a strategic determinant of organizational success, as highperforming
employees directly contribute to service quality and institutional outcomes. From a human
capital perspective, organizations gain a competitive advantage when they are supported
by competent, productive employees [3]. Empirical findings consistently demonstrate that
employee performance is strongly influenced by the quality of human resources,
particularly competence, professionalism, and work commitment [4], [5]. In public sector
institutions, employee performance becomes increasingly critical as societal expectations

for transparency, responsiveness, and service excellence continue to rise. Competence



refers to an individual’s underlying characteristics encompassing knowledge, skills, and
behavioral attitudes required to perform tasks effectively [6], [7]. In public sector
institutions, competence serves as a fundamental foundation for achieving optimal
performance and ensuring professional public service delivery. Several empirical studies
confirm that competence has a significant positive effect on employee performance.
Research by [8] and [9] demonstrates that technical, behavioral, and managerial
competencies significantly enhance performance among government employees. In
addition to competence, employee engagement plays a crucial role in shaping employee
performance. Employee engagement reflects the degree of emotional, cognitive, and
physical involvement of employees in their work and organization. Engaged employees
tend to demonstrate higher levels of dedication, enthusiasm, and commitment to
organizational goals. According to Kahn (1990), employee engagement represents a
psychological condition in which individuals fully invest themselves in their work roles [10].
Empirical evidence indicates that high levels of engagement foster proactive behavior and
superior performance in both the public and private sectors [11]. However, employee
engagement in Indonesian public sector institutions remains relatively low. The Employee
Engagement Index, published by the National Institute of Public Administration, shows that
only 55% of public sector employees feel emotionally and intellectually engaged in their
work. Low engagement is often attributed to rigid bureaucratic structures, limited
recognition systems, and ineffective internal communication, which ultimately undermine
motivation and performance. Prior studies confirm that employee engagement not only
directly influences performance but also strengthens the relationship between individual

capabilities and work outcomes [12], [13].
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relationship between competence, employee engagement, and performance can be
explained through Human Capital Theory and Work Engagement Theory, which

emphasize that competence represents a productive investment, while engagement



functions as a psychological mechanism that mobilizes individual potential into
performance outcomes [14]. Consequently, improving employee performance in public
sector institutions requires not only administrative and structural reforms, but also strategic
efforts to enhance both competence and employee engagement. Based on these
considerations, this study aims to examine the effect of competence and employee
engagement on employee performance in public sector institutions. Specifically, the
research seeks to address the following questions: Does competence significantly
influence employee performance in public sector institutions? Does employee engagement
have a significant effect on employee performance? Furthermore, does employee
engagement mediate the relationship between competence and employee performance?
By addressing these questions, this study provides empirical evidence to support human
resource development policies that strengthen competence and employee engagement as
key drivers of performance in public sector institutions. Based on the background of the
study and the existing empirical and theoretical gaps, this research is guided by the
following research questions: 1) Does competence have a significant effect on employee
performance in public sector institutions? 2) Does employee engagement significantly
influence employee performance in public sector institutions? Furthermore, 3) Does
employee engagement mediate the relationship between competence and employee
performance in public sector institutions? 2. METHOD This study employed a quantitative,
explanatory research design to examine the causal relationships among competency,
employee engagement, and employee performance in public-sector institutions in
Indonesia. Explanatory research is appropriate for testing hypotheses and identifying
cause—and—effect relationships between variables [15]. The population consisted of 143
active employees in one work unit of a public-sector institution, and a sample of 105
respondents was selected using simple random sampling. The research was conducted
between November and December 2025 at the selected public sector institution’s head
office. Data were collected using a structured questionnaire with a five-point Likert scale.

Competency was operationalized as knowledge, skills, and behavioral attitudes [6].



Employee engagement was measured using the dimensions of vigor, dedication, and
absorption [16]. Employee performance was assessed based on indicators of task
completion, work quality, and responsibility, in accordance with the performance
appraisal guidelines issued by the National Civil Service Agency of Indonesia [17].
Instrument validity was tested using the Pearson Product-Moment correlation, while
reliability was assessed using Cronbach’s Alpha. Data analysis was conducted using path
analysis with SPSS software to examine the direct effects of competency and employee
engagement on employee performance. The mediating role of employee engagement in
the relationship between competency and employee performance was tested using the

Sobel test,
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direct and indirect effects within the proposed research model. 3. RESULTS AND
DISCUSSION 3.1 Results This study involved 105 respondents, employees of a public-
sector institution in Indonesia. The demographic profile of respondents indicates a
heterogeneous sample. Table 1. Respondent Demographics As presented in Table 1,
the maijority of respondents were male (67.62%). The age distribution shows two dominant
groups: employees aged 25-34 years (40.95%) and 35—44 years (41.90%), indicating that
most respondents were in their productive working years. Regarding educational
background, the majority of respondents held a bachelor’s degree (57.14%), suggesting a
relatively high level of formal education among participants. Next, for hypothesis testing.
The direct effects of competency and employee engagement on employee performance
were examined using path analysis. The results of the hypothesis testing ! are presented
in Tables 2 and 3. Table 2. Direct Effects The results of the path analysis demonstrate
that competency has a positive and significant effect on employee performance, as
indicated by a test statistic value of 6.614, which exceeds the critical value of 1.96. This
finding confirms that higher levels of competency are associated with improved

employee performance in public sector institutions. Furthermore, employee engagement



shows a positive and significant effect on employee performance, with a test statistic of
7.841, well above the 1.96 threshold. These results indicate that engaged employees tend
to perform better. Description Category Sample % Gender Male 71 67,62 Female 34
32,38 Age < 25 years 2 1.90 25 -34 years 43 40.95 35 — 44 years 44 41.9 45 — 54 years 13
12.4 > 55 years 3 2.8 Level of Education Diploma 3 (D3) 8 7.62 Bachelor’s Degree (S1) 60
57.14 Master’s Degree (S2) 37 35.24 Relationship T statistic p-value Result Competency
(X1) — Employee Performance (Y) 6,614 0.000 Accepted Employee Engagement (X2) —

Employee Performance (Y) 7,841 0.000 Accepted

https://doi.org/10.58421/misro.v5i1.993 189 Table 3. R-Square Values The standardized
path coefficients indicate the relative strength of the relationships between the
exogenous variables and employee performance. The results show that both competency
and employee engagement exert substantial and statistically significant effects on
employee performance. The R-square value of 0.814 suggests that the proposed model
explains 81.4% of the variance in employee performance, indicating strong explanatory
power in the context of public sector institutions. Further analysis examined the
mediating role of employee engagement. The Sobel test results show a statistic value of
2.568 and a p-value of 0.006, both below the 0.05 significance level. This result confirms
that employee engagement significantly mediates &N the relationship between competency
and employee performance. In other words, competency influences employee performance
not only directly but also indirectly by enhancing employee engagement. Overall, the
results provide empirical support for the proposed hypotheses and demonstrate that
competency and employee engagement are critical determinants of employee performance
in public sector institutions in Indonesia. 3.2 Discussion The hypothesis-testing results
demonstrate that competency has a positive and significant effect on employee
performance in public-sector institutions in Indonesia. This finding indicates that
improvements in employee competency are directly associated with enhanced

performance outcomes. Competency refers to an individual’s capacity to perform tasks or



responsibilities based on the integration of knowledge, skills, and work attitudes aligned
with job requirements [18]. Empirical evidence provided by Roviana et al. (2025) further
confirms that competency is a positive and significant influence on employee performance,
thereby reinforcing the results of this study. Competency refers to an integrated set of
knowledge, skills, abilities, behaviors, and attitudes that enable an individual to perform
job-related tasks effectively and achieve successful performance, typically evaluated
against predefined standards within a particular role or organizational context [20].
Employees with higher levels of competency tend to demonstrate more structured work
behaviors, effective problem-solving abilities, collaborative interactions, strong work
motivation, and leadership potential. These attributes collectively contribute to improved
employee performance. | The findings of this study are consistent with previous research
by [21], [22], [23], which similarly reported a positive and significant relationship between
competency and employee performance in public sector contexts. The results also reveal
that employee engagement BN has a positive and significant effect on employee
performance in public sector institutions. Employees with higher levels of engagement
typically exhibit greater work effort, persistence, and a constructive mindset Relationship
R-Square Result Competency (X1) and Employee Engagement (X2) — Employee

Performance (Y) 0,814 Accepted
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engagement emerges when organizational values align with employees’ individual
characteristics and expectations [24]. Human resources possess complex attributes that
distinguish them from other production factors, making effective management,
development, and guidance essential for optimizing individual potential. Through effective
human resource management initiatives, organizations can cultivate highly engaged
employees who are more motivated and committed, ultimately leading to superior
performance. Furthermore, employee engagement is widely recognized as a critical

determinant of employee performance, as evidenced in prior studies [25], [26]. The present



findings are in line with empirical evidence reported by [27], [28], [29], and [30], all of
which confirm the significant role of employee engagement in enhancing employee
performance across public sector institutions. Importantly, this study confirms that
employee engagement functions as a significant mediating variable in the relationship
between competency and employee performance. This result suggests that competency
not only directly influences performance but also indirectly enhances it by strengthening
employee engagement. Employees with higher competency levels tend to show stronger
engagement, which, in turn, facilitates better performance outcomes [31]. This finding is
consistent with the theoretical perspective proposed by Wellins and Concelman (2004),
which emphasizes employee engagement as a key driver of organizational performance by
fostering commitment, enthusiasm, and alignment with organizational goals. Engaged
employees are more motivated, focused, and willing to exert extra effort, thereby
translating individual competencies into tangible organizational outcomes [32]. Additionally,
this study extends prior empirical evidence, such as that of Artati & Suyati (2024), by
reinforcing 28 the role of employee engagement as an effective mediating mechanism in
explaining the relationship between competency and employee performance in public
sector institutions. 4. CONCLUSION This study concludes that competency and employee
engagement play significant roles in enhancing employee performance within public sector
institutions in Indonesia. The findings demonstrate that competency directly contributes to
improved performance by enabling employees to perform their duties effectively through
the application of appropriate knowledge, skills, and work attitudes. In addition, employee
engagement independently influences performance by strengthening employees’ internal
motivation, dedication, and persistence in achieving organizational objectives. Moreover,
the results confirm that employee engagement mediates BN the relationship between
competency and employee performance, indicating that competency’s impact on
performance is both direct and indirect. Employees with higher competency levels are
more likely to develop stronger engagement, which, in turn, amplifies their performance

outcomes. By addressing the research objectives, this study provides empirical evidence



that supports the strategic importance of strengthening employee competency and
fostering employee engagement as complementary mechanisms for improving

performance in public sector institutions.

https://doi.org/10.58421/misro.v5i1.993 191 From a broader scientific perspective, this
study advances knowledge in human resource management in the public sector by
clarifying the interactions among competency, employee engagement, and performance.
The findings underscore the need for integrated human resource development strategies
that align competency enhancement initiatives with efforts to cultivate employee
engagement, thereby improving organizational effectiveness and sustainability of
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