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ABSTRACT

Objective — The objective of this study is to examine the relationship between transformational leadership styles and
job performance and the mediating role of organizational commitment in the relationship between transformational
leadership style and job performance in State-Owned Banks in West Kalimantan, Indonesia.

Methodology/Technique — The data used to evaluate the model was gathered from the State-Owned Banks in West
Kalimantan, Indonesia. 200 permanent employees of those State-Owned Banks participated in the survey. The
Structural Equation Modelling (SEM), using LISREL software was employed to examine the relationship among the
constructs in this study, which are transformational leadership style, organizational commitment, and job performance.
Findings — The findings of this study conclude that transformational leadership style significantly affects job
performance and organizational commitment, whereas organizational commitment significantly influences job
performance. Briefly, organizational commitment mediates the relationship between transformational leadership styles
and job performance in State-Owned Banks in West Kalimantan, Indonesia.

Novelty — Most of the previous studies were carried out in western countries, raising doubts about generalizations in
research results in developing countries such as Indonesia. Therefore, the novelty of this research is carried out in the
context of developing countries, especially in State-Owned Banks in West Kalimantan, Indonesia.
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1. Introduction

Leadership research is of interest to many researchers. Although research on leadership has been widely
conducted, it is one of the most difficult topics to understand because everyone’s leadership style is different
(Einstein & Humphreys, 2001). Therefore, the need to conduct research on leadership has increased the
interest of researchers to better understand and explore leadership issues.
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One form of leadership is transformational leadership. Bass (1985) describes transformational leadership
as the future of the organization, which has adopted a vision throughout the organization and provides higher
inspiration than what can be imagined by other people within the organization.

Organizational commitment can be explained by the benefits of having employees within the organization.
Among the benefits of having committed employees as described by Fugate et. al. (2004) and Harter et. al.
(2009) is that if employees are committed to the organization it can lead to lower turnover rates, greater
productivity, and long-term strategic benefits. Some previous researchers such as Avolio et. al. (2004) and
Ramachandran and Krishnan (2009) explain that one of the most important determinants of employee
commitment is a leadership style that encourages followers to think critically and innovatively.
Transformational leadership style in this study has a characteristic of investigating follower’s preferences of
transformational leadership styles that will encourage their commitment to the organization. Research on
transformational leadership style and organizational commitment has gained increased attention in recent
years and this has contributed to a large number of studies on issues of leadership and commitment
(Walumbwa & Lawler, 2003).

Another variable in this study is the outcome of employee performance or job performance. Job
performance is an important element that affects an organization's performance. George et. al. (2005) argues
that 'job performance is formally defined as the quantity and quality of task accomplishment-individual,
group, or organizational'. That explanation shows that most of the previous studies on leadership issues were
carried out in western countries. As a result, there may be doubts about the generalizations based on previous
research findings that are applied in developing countries such as Indonesia. Thus, further study of
transformational leadership, organizational commitment, and job performance is very important in the
context of developing countries such as Indonesia.

2.  Literature Review
2.1 Transformational Leadership Style and Job Performance

Some studies have shown that leadership style has a positive influence on job performance (Walumbwa,
2008). In particular, transformational leadership influences employee performance in many ways and has a
greater impact on the performance of subordinates so that it greatly differs from other types of leadership
(Bass et. al., 1987). Additionally, this type of leadership also significantly affects job performance (Boerner
et. al., 2007; Chi, et. al., 2008; House, 1971; Pradeep, 2011; Wen Chi & Ying Pan, 2011). On the basis of the
literature and empirical study above, the following hypothesis is proposed:

H1: Transformational leadership style positively influences job performance.
2.2 Transformational Leadership Style and Organizational Commitment

Emery and Baker (2007) found that transformational leadership has a positive relationship with bank
employees and their commitment to the food business where they work. Likewise, previous studies also
found that transformational leadership has a significant impact on organizational commitment (Nguni et. al.,
2006; Chi et. al., 2008; Jyoti, 2015). Hence, based on the literature and empirical studies above, the following
hypothesis is proposed:

H2: Transformational leadership style positively influences organizational commitment.
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2.3 Organizational Commitment and Job Performance

According to George et. al. (2005), individuals who have low organizational commitment tend to have low
work motivation so that their performance does not meet the expectations of the organization. Carmeli and
Freund (2004) argue that organizational commitment has a positive affect on job performance. Similarly,
research conducted by Chen et. al. (2006) suggests that a high level of organizational commitment positively
affects performance. Other research also confirms that there is a positive correlation between measures of
organizational commitment and job performance. (Yiing & Zaman, 2009; Daud et. al., 2015). Thus, on the
basis of the literature and empirical studies above, the following hypothesis is proposed:

H3: Organizational commitment positively influences job performance.

2.4  Organizational Commitment Mediates the Relationship between Transformational Leadership
Style and Job Performance

Leadership styles will influence organizational commitment and employee performance since they have
the responsibility to lead their employees to achieve the goals of their work. Therefore, leadership style is one
of the important factors that affects organizational commitment (Yiing & Zaman, 2009). In addition,
organizational commitment will both significantly and positively affect job performance (Chi, et. al., 2008).
Yiing and Zaman (2009) conclude that leadership style affects organizational commitment and in turn,
organizational commitment will ultimately influence job performance and mediate the relationship between
leadership style and job performance. Therefore, based on the literature and empirical studies above, the
following hypothesis is proposed:

H4: Organizational commitment mediates the relationship between transformational leadership style and
job performance.

Therefore, the following conceptual research model was developed based on the theoretical and empirical
evidence:

Organizational
Commitment

Job
Performance

Transformational
Leadership Style

Figure 1. Conceptual Research Model: Organizational Commitment mediates the relationship

Between transformational leadership style and job performance.
3. Research Methodology

The research design used in this study is a Quantitative Survey. While Structural Equation Modeling
(SEM) using LISREL 8.8 software was employed to examine the relationships among the constructs, which
are transformational leadership style, organizational commitment, and job performance. The sample of this
study consisted of 200 permanent employees working at the State-Owned Banks in West Kalimantan,
Indonesia. The theoretical basis used in this study was the Multifactor Leadership Questionnaire (MLQ)
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developed by Bass and Avolio (1995, 2000 and 2004). With respect to organizational commitment, the writer
adopted the measurement of the already existing Organizational Commitment Questionnaire (OCQ)
developed by Mowday et. al. (1979). Further, the measurement for job performance adopted in this study was
Job Performance Measured developed by Porter and Lawler (1968).

4. Results
4.1 Analysis of Measurement Model of Simplified Research Variables

The overall model for goodness of fit test, validity test and reliability test of the measurement model of
research using GOFI, SFL, CR, and VE, are presented in Table 1. Table 1 shows that all GOFI scores
fulfilled the criteria of good fit. The validity of the observed variables in Table 1 shows good validity since
they had SFL > 0.50. In addition, the measurement model of the latent variable TL Style, Org Commi and
Job Perfm all have good reliability (CR > 0.70 and VE> 0.50).

Table 1. GOFI, Validity and Reliability of Measurement Model of the Research Model

Variable SFL>0.5 Error CR>0.7 VE>0.5 Conclusion
TLStyle 0.75 0.53 Good Reliability
Good Validity
LV 0.81 0.37
Good Validity
IMLV 0.79 0.42
Good Validity
ISLV 0.58 0.67
) 0.84 0.67 Good Reliability
OrgCommi
Good Validity
WCOLV 0.87 0.55
0.82 0.74 Good Reliability
JobPerfm
Good Validity
WRELV 0.72 0.51
Good Validity
WBLV 0.96 0.08

Table 2. Result Summary of Analysis of Structural Model of the Research Model

Path Between 2 Variables t-value Coefficient Conclusion
TLStye =» JobPerfm 3.65 0.05 Significant
TLStyle =& OrgCommi 4.04 0.23 Significant
OrgCommi =» JobPerfm 4.15 0.68 Significant

Table 3. Summary of Indirect Effect between 2 Research Variables

Path t-value Coefficient Conclusion
TLStyle =»OrgCommi =» JobPerfm 2.69 0.16 Significant

5. Discussion

The results of this study provide a positive answer to the hypothesis stating that transformational
leadership style has a significant relationship with job performance so that it is accepted, with a t-value of

103
J. Mgt. MKt. Review 4 (2) 100 — 106 (2019)



llzar Daud, Nur Afifah

3.65 greater than 1.96, (Igbaria et. al., 1997). Therefore, the results of this study support the results of
research conducted by Pillai and William (2004) and Boerner et. al. (2007). Likewise, the hypothesis stating
that transformational leadership style has a significant relationship with organizational commitment is also
accepted, with a t-value of 4.04 greater than 1.96, (Igbaria et. al., 1997). The results are also consistent with
the results of Lo et. al. (2009), Jyoti (2015) and Riaz et. al., (2010).

The hypothesis that organizational commitment has a significant relationship to job performance is also
accepted, with a t-value 4.15 greater than 1.96, (Igbaria et. al., 1997). The results of this study are also in line
with the previous studies conducted by Rashid et. al. (2003), Chungtai and Zafar (2006), and Malhotra et. al.
(2006). The hypothesis that organizational commitment mediates the relationship between transformational
leadership style and performance is also accepted, with a t-value of 2.69 greater than 1.96, (Igbaria et. al.,
1997). Hence, the results of this study are reinforced by several previous studies, such as research by
Podsakoff et. al. (1990) and Yukl (2002).

6. Conclusion

The results of this study clearly indicate that, as hypothesized, there is a statistically significant
relationship between transformational leadership style and job performance. There is also a statistically
significant relationship between transformational leadership style and organizational commitment and
between organizational commitment and job performance. Furthermore, the study demonstrates that
organizational commitment mediates the relationship between transformational leadership and job
performance. In particular, this study also indicates that in the context of Indonesian State-Owned Banks,
transformational leadership style influences its subordinates to encourage progress within an organization. In
addition, a leader can motivate his subordinates well so that they will increase their commitment to the
organization to be more responsible for their work and create a sense of satisfaction in work which in turn
will positively influence job performance.
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