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Leadership is a character, habit, and personality that distinguishes a person in
interacting with others. Leadership is also considered a norm of behavior that
is used when trying to influence the behavior of others. Leadership is not
always associated with behavior in the right situation, but also how other
people are involved so they want to think about realizing the organization's
vision and mission. This study aims to analyze the influence of leadership style
on Village Credit Institution (LPD) motivation and performance. The study
used a questionnaire distributed to 115 employee respondents in 32 LPD in the
city of Denpasar. The results of distributing questionnaires received 100
completed questionnaires and were declared valid. Furthermore, the data
collected has been analyzed using descriptive analysis and inferential analysis
using Smart PLS. The analysis showed that the leadership style had a
significant effect on job motivation and LPD performance. Job motivation has

a significant effect on LPD performance. While the indirect influence of
leadership style on LPD performance shows the important role of job
motivation in improving LPD performance.
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1. Introduction

One of the Microfinance Institutions (MFIs) that has developed in Bali is the Village Credit Institution (LPD). LPD
is a microfinance institution owned by a customary village and is the only microfinance institution managed by an adat
in Indonesia and even in the world. Until 2018 there were 1,433 LPD (LPLPDP Bali, 2018), spread across nine
regencies/cities in Bali. Of these, Denpasar City has 35 LPD according to the number of existing customary villages
(LPLPDK Denpasar, 2011). The results of investigative studies show that there are problems with LPD performance.
This is generally seen from the low return on assets (ROA) achieved. Another LPD performance problem is the high
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ratio of operating costs to operating income (BOPO), which has the potential to cause LPDs to become unhealthy.
Some of these LPD performance problems have the potential to bring LPDs to face business performance problems,
even leading to the non-operation of the LPD. This condition requires management to manage LPD better.

The results of the study stated that the leadership style had a significant effect on job motivation (Ali & Meshal,
2016) and performance (Paracha et al., 2012; Martini et al., 2018). A number of studies have also suggested a
significant influence between leadership style and organizational performance (Borrill et al., 2005; Waldman et al.,
2005; Riana, 2015; Ogbonna & Lioyd, 2000). While Rivai, (2014), states that the needs of employees need to be
considered so that employees feel they receive fair treatment. Organizations need to provide job motivation so that
employees carry out work better. Motivation is a series of forms of treatment given by management to encourage
employees to do activities in achieving goals. Therefore motivation is needed to spur organizational performance in
accordance with expectations (Ivancevich et al., 2005). The process of emergence of job motivation is a combination
of the concepts of needs, encouragement, goals, and rewards (Robbins & Judge, 2017). The study of the role of
motivation in improving organizational performance is supported by research (Dobre, 2013; Nduka, 2016), that job
motivation plays an important role in improving organizational performance.

According to Cole & Shastry (2009), motivation is basically about what energizes a person to work in a particular
method with a certain determination. Motivation is a predisposition to appear in achieving certain wants and needs
(Buford et al., 1995), besides that motivation can also increase job satisfaction (Ryan & Deci, 2000; Heyrani &
HamehKhani, 2017). Tylana (2006), states that job motivation can trigger job satisfaction which in turn affects
performance. Eskildsen et al., (2003), tried to give an argument about motivation and its effect on performance. This
study aims to analyze differences in performance due to motivation. The results of his research concluded several
things such as (1) employees who have higher levels of education are more motivated than employees with lower
levels of education, (2) managers prefer to provide intrinsic motivation for their work, while employees are accustomed
to providing intrinsic motivation, and (3) employees with a younger age tend to have higher motivation.

Literature Review

A leader is someone who due to personal skills with or without an official appointment can effect a group that is
led to direct joint efforts towards the achievement of certain goals (Robbins & Judge, 2017). According to Luthans
(2006), leaders as part of a group process, personality, fulfillment of certain behaviors, persuasion, strength, goals,
achievement, role differentiation, initiation of structure, as well as a combination of two or more of these. Whereas
Bernardin & Russel (2005), stated that effective leaders, in general, are able to provide motivation for employees to
work better. Job motivation represents a psychological process (Mitchell, 1992: Riana, 2015), that causes arising,
directed, and the persistence of voluntary activities towards certain goals. Another formulation of motivation was stated
by Robbins & Judge (2017), that motivation is a willingness to carry out high efforts in achieving organizational goals
which are conditioned by the ability to meet individual needs (Ivancevich et al., 2007; Mardika, 2017).

According to Yukl (2010), leadership style plays an important role in achieving organizational goals in the form of
achievement or performance. Fiedler (1995), states that a leader who emphasizes the task structure, relationship
structure, and position of power can have a positive impact on organizational performance. In line with this opinion
Ivancevich et al., (2007), explained that leadership can affect an organization's performance. The influence of
leadership style on organizational performance is carried out (Borrill et al., 2005; Waldman et al., 2005; Ogbonna &
Lioyd, 2000), concluding that there is a significant influence between leadership style on organizational performance.

Based on the description, the hypothesis proposed is as follows.
Hypothesis 1: Leadership style has a significant effect on LPD performance

Robbins & Judge (2017), state that job motivation involves the outcome of interactions between individuals with
the situation at hand. Further said at least there are 3 (three) things that are included in motivation, namely: individual
intensity, continuity, and accuracy in achieving goals. Motivation is a condition and energy that moves a person to be
more focused in achieving organizational goals (Slocum & Hellriegel, 2011; Hidayat & Budiatma, 2018). A positive
mental attitude of a leader towards work situations can strengthen employee job motivation to achieve maximum
performance (Fickie, 2007; Sari & Dwirandra, 2019).
Research that has tested the truth of Herzberg's theory was carried out by Kabacoff (2002). Shows that there is a high
degree of compatibility between personal motivation (working hard to get emotional results) and leadership style
(specific leadership behavior). A number of research results show that leadership style has a significant effect on job
motivation (Siregar et al., 2016; Ali & Meshal, 2016; Runi et al., 2017). Leaders who are able to understand the
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subordinate's task structure well, can understand and appreciate the results of subordinate performance, and have a
sense of psychological closeness with subordinates tend to be able to increase employee job motivation (Hanafiah et
al., 2014).

Based on the description, the hypothesis proposed is as follows.
Hypothesis 2: Leadership style has a significant effect on job motivation

Li (1999), explains the relationship of job motivation and organizational performance by making fair rewards a
motivational component that can affect performance levels. The results of the study (Herpen 2005; Tylana, 2006),
concluded that job motivation influences performance. Someone involved in the organization has a number of
expectations to be fulfilled so that in carrying out the work there is a match between expectations and reality, job
satisfaction will arise while increasing performance. Based on these linkages, job motivation can have a positive
influence because it affects a person in carrying out tasks and activities.

Gibson et al., (1996); Gani, (2006); and Wagimin (2001), examined the effect of job motivation on performance,
stating job motivation is closely related to work behavior and performance. The theory of motivation theory of
Herzberg's two factors and the process theory of the Porter & Lowler model (Robbin & Judge, 2017; Pant & Yadav,
2016), suggest that there are a number of factors that can motivate and their relation to performance. Research
conducted by (Dobre 2013; Nduka, 2016; and Shikar et al., 2001), concluded that job motivation has a significant
effect on organizational performance. A number of other researchers also stated that leadership style has a significant
effect on job motivation (Fickie, 2007; and Runi et al., 2017). Furthermore, leaders with leadership styles that are
appropriate to the needs of the organization can have an impact on increasing organizational performance (Borrill et
al., 2005; Waldman et al., 2005). Based on these, the following research hypothesis is proposed.

Hypothesis 3: Job motivation has a significant effect on LPD performance.
Hypothesis 4: Job motivation mediates the influence of leadership style on LPD performance.

2. Materials and Methods

The study population was all Village Credit Institutions (LPD) in the City of Denpasar, Bali. The number of LPD
in Denpasar City is 35 LPDs spread over four sub-districts. Based on the LPD health assessment, there were three
LPDs declared unhealthy so that the study population became 32 LPD. Determination of the sample using the
proportional random sampling method of the entire target population of 32 LPD with a total of 477 employees.
Furthermore, the minimum sample is determined based on 10 times the number of research indicators, namely 9
indicators so that the minimum sample is 90 employees. However, in anticipation of invalid answers, the number of
employee samples taken was 115. Questionnaires were given to respondents containing questions about leadership
style referring to Fidler (1981), job motivation refers to Herzberg's theory (Robbins & Judge, 2017), and LPD
performance adopts organizational performance measurements (Kaplan & Norton, 1997). Before the questionnaire
was distributed as a whole, the questionnaire was tested using validity tests (r> 0.30) and reliability (Cronbach alpha>
0.60) and was declared valid and reliable. Furthermore, the data collected was analyzed using SmartPLS inferential
analysis. The results of distributing questionnaires obtained as many as 100 valid questionnaires, illustrated in the
profile of respondents, below.

Table 1
Respondent profile information

No Description Quantity Percentage
1 Gender
= Male 30 30.0
= Female 70 70.0
Total 100 100,0
2 Ages
= 20 - 29 yearsold 1 1,00
= 30-39yearsold 14 14,00
= 40 - 49 years old 56 62,00
= >50yearsold 29 21,00
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No Description Quantity Percentage
Total 100 100,00
3 Working Time
= 1-9years 4 4,00
= 10-19years 40 40,00
= 20 - 29 years 50 50,29
= > 30 years 6 6,00
Total 100 100,0
4 Education Background
= Senior High School 71 71,00
= Diploma 16 16,00
= Bachelor Degree 13 13,00
Total 100 100,0

Primary Data, 2019

3. Results and Discussions
Evaluation of Measurement Model (Outer Model)

Outer model evaluation aims to determine the validity and reliability of indicators that measure latent variables,
namely leadership style (X1), job motivation (Y1), and LPD performance (Y2). Evaluation of the measurement model
is done by examining composite reliability, convergent and discriminant validity. Composite reliability aims to test the
reliability value between the construct indicator blocks that form reflexive indicators. Composite reliability results are
said to be good if the value is above 0.70. Based on the composite coefficient value, the variables that make up the
research model have values above 0.70. This means that all the reflexive indicators that make up the research model
are reliable (Table 2). In the PLS analysis also tests the validity of the disk drivers by taking into account the average
variance extracted (AVE) value of each construct. If the AVE value is greater than 0.50, it can be concluded that the
construct has a good discriminant validity value or vice versa. The test results show the AVE value in the study variable
above 0.5. Thus, it can be concluded that the measurement model has met the requirements of discriminant validity
(Table 2).

Table 2
Composite reliability
Variable Composite coefficient Average variance extracted (AVE)
Leadership Style 0,948 0,783
Job Motivation 0,800 0,697
LPD Performance 0,920 0,551

Primary Data, 2019
The convergent validity results are shown in the following table below:

Table 3
Convergent validity

Variable Syr_nbol of Outer loading T - Statistic Description
Indicator
Leadership Style X1.1 0.932 35.703 Valid
X1.2 0.969 67.409 Valid
X1.3 0.969 96.572 Valid
Job Motivation Y1.2 0.824 18.628 Valid
Y1.2 0.910 67.504 Valid
LPD Performance Y2.1 0.860 22.634 Valid
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Symbol of

Variable . Outer loading T - Statistic Description
Indicator
Y2.2 0.919 46.944 Valid
Y2.3 0.889 14.120 Valid
Y2.4 0.888 24.258 Valid

Primary Data, 2019

The test results show that all construct loading indicator outer values in the research model have values above 0.5 so
that it can be concluded that the measurement of the model has met the convergent validity requirements.

Goodness of Fit Model

Goodness of Fit (GoF) testing of structural models in the inner model uses the predictive-relevance Q? value to test
the prediction of the model, namely endogenous R-square variables. Predictive-relevance (Q?) can be used to determine
the effect of exogenous variables on endogenous variables in the model. R? values for each endogenous variable in this
study can be seen in the following Table 4.

Table 4
R? testing result

Dependent Variable R-square
Job Motivation 0.561
LPD Performance 0,633

Primary Data, 2018

The predictive-relevance Q? value is obtained by the formula below:
Q?=1-(1-RA)(1-R?) =>Q?=1-(1-0,561) (1-0,633)
=>Q?=1-(0,439) (0,367)

Q2=1-0,161 =>Q?=0,839

The calculation results show that the predictive-relevance value is 0.839 (> 0) which means that the model meets the
predictive criteria well. 1t can also be explained that 83.9% of the variation in LPD performance variables can be
explained by the variables used in the research model namely leadership style and job motivation. While the remaining
16.1% of the research model is explained by other variables not used in the research model.

Table 5
Hypothesis Testing Result
Variable Correlation Path_ . B @ T-Statistic Description
coefficient subsamples
Leadership style — LPD performance | 0.465 0.414 3.704 Significant
Leadership style — job motivation 0.795 0.781 9,492 Significant
Job motivation — LPD performance 0.324 0.375 2.214 Significant

Primary Data, 2019

Table 5 informs hypothesis 1 (H1), that the leadership style has a positive and significant effect on LPD performance
received with a path coefficient of 0.465 and t-statistics of 3.704 (> 1.96). Furthermore, hypothesis 2 (H2) that
leadership style has a significant positive effect on job motivation is accepted with a path coefficient of 0.795 and t-
statistic of 9,492 (> 1.96). Furthermore, hypothesis 3 (H3) that motivation has a positive and significant effect on LPD
performance can be accepted with a path coefficient of 0.324 and t-statistics of 2.214 (> 1.96). While Hypothesis 4
(H4), the result of job motivation partially mediates the influence of leadership style on LPD performance (Hair et al.,
2010).
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Discussion and Implications

Leadership is a way carried out by a leader to direct and encourage subordinates to achieve their desires so as to
produce maximum performance (Yukl, 2010). Therefore, a leader is required to be able to interact with subordinates
in the organization. An evaluation of the success of effective leadership can be seen from how well the performance
resulted in carrying out the organization's vision and mission. Tatulus et al., (2015), said that a leadership model that
is tailored to the needs of the organization and carried out with full responsibility can reduce various problems that
hamper the performance of employees and businesses. In addition, the accuracy of the leader interaction style with
subordinates is also seen as being able to improve business performance (Borrill et al., 2005; Waldman et al., 2005;
and Oghonna & Lioyd, 2000).

Leadership is a person able to influence followers, both directly and indirectly while providing motivation to
followers to achieve common goals (Thoha, 2013). The success of an organization in motivating employees is very
dependent on the success of the leader in managing human resources owned, able to give an appreciation of the success
of employees, and have a friendly nature to each employee. Kabacoff (2002), has tested the truth of Herzberg's theory
that a high degree of conformity between personal motivation (working to get emotional results) and leadership style
(specific leadership behavior patterns) has the potential to improve performance. The leadership style is significantly
able to encourage employee job motivation (Suseno et al., 2010) so that it contributes positively to the organization
(Hanafiah et al., 2014). A number of research results also reveal that leadership style has a direct impact on job
motivation (Siregar et al., 2016; Ali & Meshal, 2016; and Runi et al., 2017).

Furthermore, Gibson et al., (1996) and Fickie (2007), stated job motivation is closely related to work behavior and
performance. Herzberg's two-factor theory (Robbins & Judge, 2017), reveals a number of factors that can move a
person and their relationship to performance. There are two factors that encourage employees to be motivated to work,
namely intrinsic factors that arise from within themselves, and extrinsic factors that are more to the force of outside
self tend to see what is given. Research conducted by Gani (2006); Wagimin (2001); Shikar et al., (2001), concluded
that job motivation affects organizational performance. This means that employees who have strong motivation tend
to contribute optimally to the organization.

The analysis also shows that job motivation partially mediates the influence of leadership style on LPD

performance. This shows that directly the leadership style has a significant effect on LPD performance (Ali & Meshal,
2016; Fickie & Rawung, 2007; and Runi et al., 2017). Whereas, leadership style indirectly influences LPD performance
through job motivation (Shikar et al., 2001: Masi & Robert, 2000). This indicates that the leader has an important role
in increasing job motivation and employee performance so that it impacts on organizational performance.
The leadership style that suits the needs of the organization can improve LPD performance (Waldman et al., 2005; and
Ogbonna & Lioyd, 2000). Similarly, leaders who are able to interact with subordinates can motivate subordinates to
work (Barbuto & John, 2005; Amjad et al., 2016), so as to make a maximum contribution to the organization (Hanafiah
et al., 2014). In other words, leaders who always pay attention to the task structure are able to move the employee's
desire to perform better (Ali & Meshal, 2016) and always try to maximize their contribution to the organization.

The results of this study cannot be generalized to other LPDs because the problems faced by each LPD are different.
In addition, perceptual studies using cross-section data often experience changes in perception of the indicators used
so that this study can only be used to predict the influence of variables on the model when this research is conducted.
Based on the predictive relevance value of 0.839, it can be interpreted that the model is still possible to be re-tested
using other variables outside the model that can affect LPD performance. Therefore, future research is still possible to
use other determinants that can affect LPD performance.

4. Conclusion

Various things can be done by a leader to bring the organization to the gate of success. Contingency theory or
models (Fiedler, 1995) often called situational theory suggests leadership depends on the situation. Fiedler's
contingency model sees the effectiveness of groups depending on the match between the style of the leader is
interacting with subordinates. Leadership does not occur in one social vacuum so leaders try to influence group
members in specific situations. The leadership style adopted by a leader can improve business performance. In other
words, leaders who are able to develop a friendly nature and give rewards to subordinates who excel can improve
business performance. In addition, leaders who work with clear task structures, build good relationships with
employees, and position employees according to their fields have an impact on increasing employee job motivation.
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Motivation is an impulse that directs oneself to behave in actions to achieve the desired goals. Furthermore, employees
who have high job motivation tend to strive to make optimal contributions to the organization. However, job motivation
does not fully help in improving business performance without leadership style support. Therefore, leadership style
plays an important role to increase motivation by providing a clear task structure to employees so that employees can
make a positive contribution to business performance.
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