H57
Proceeding Forum in Research, Science, and Technology (FIRST) 2016

DETERMINANTSOF THE IMPROVEMENT
OF EMPLOYEES’ PERFORMANCE

Hadi Jauhari®
Business Management, Politeknik Negeri Sriwijaya
(hadievada@yahoo.com)

Evada Dewata?
State Polytechnic Of Sriwijaya

Abstract. This study aimed to examine the effect of transformational leadership, transactional leadership, and individual
characteristics and work environment to employee performance. In particular, it examined and provided information /
perspective enhancement of employee performance through leadership patterns, individual characteristics and work environment
at bureaus of Government Offices Administration of South Sumatera Province, Indonesia. The population was civil servants at
bureaus of Government Offices Administration of South Sumatera Province, Indonesia and the total sample of 220 respondents.
Methods of data analysis were Structural Equation Modeling (SEM). The results of this study indicated the significant positive
effect of transformational leadership, individual characteristics of the employee satisfaction at bureaus of Government Offices
Administration of South Sumatera Province, whereas transactional leadership had no effect on the work environment. The
variables that contributed the most dominant influence was transformational |eadership. There were partially and simultaneously
significant positive effects of transformational leadership, individual characteristics, and the work environment to employee
performance at bureaus of Government Offices Administration of South Sumatera Province. Only transactional |eadership did
not affect the performance of employees. The variables contributed the most dominant influence was characteristics of the
individual, as opposed to other exogenous variables, and the work environment was not as an intervening variable meaning it
could not strengthen the influence of transformational leadership, transactional leadership, individual characteristics and work
environment to employee performance at bureaus of Government Offices Administration of South Sumatera Province, Indonesia.
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I. INTRODUCTION

Table 1 The performance evaluation of employees at bureaus of
Government Offices Administration of South Sumatera Province

Civil Service Act No. 43 of 1999 and updated by
Law No. 5 of 2014 concerning the State Civil Apparatus

(ASN), Civil Servants (PNS) as government officials are Evaluation Number of Emloyee
obliged to provide services to the public in a professiona Range Category 2012 2013 2014
manner. However, the current public perception of the 0-20 Very bad 0 0 0
professionalism of government employees is still low. The 21-40 Bad s 72 8
) . : - LY 41-60 Fair 305 315 306
quality of public services in Indonesia is still far from 61-80 Good 220 10 180
expectations. Some of the things that are often complained 81- 100 Very good 20 78 53
by the people in the world of bureaucracy are the Total 690 675 617

complicated, discriminatory, power-oriented service slow, Source: Secondary Data, 2015

more likely to be served rather than serving the public.

The performance of Civil Servants (PNS) is one of the One of the factors that can affect the performance

important aspects that must be considered by government
agencies. Table 1 shows the results of performance
evaluation of employees at bureaus of Government Offices
Administration of South Sumatera Province.

Based on the data below, during the years 2012-
2014 the number of employees with performance assessment
criteria Good and Very Good decreased while employees
with performance assessment Fair, the numbers increased.
Such information is an indication that there has been a
decline in the performance of employees. This might
indicate the problem in the performance of employees.

of an employee is leadership. To achieve maximum
performance of employees, use of appropriate leadership
style of leadership is one factor that can drive, steer, guide
and motivate employees to perform better at work. In
connection with that, it needs leaders who understand the
complexity of the rapidly changing global environment.
Leadership style is one aspect of leadership that had been
extensively studied, such as [14] showed that
transformational leadership style will further improve
employee performance, contrary [11], showed that
transformational leadership negatively affect employee
performance. Furthermore, [16] states transactional
leadership style that is leaders who lead by using social



exchanges (or transactions) and research results [30], shows
the transactional leadership has the positive influence on
empl oyee performance.

Another factor that can influence the performance
of an employee is individual characteristics, both positive
and negative behavior and character.[12] reveal s the positive
influence of individual characteristics on employee
performance. On the contrary [7], shows the characteristics
of the individual is not influence on employee performance.

One of the indicators of the performance of an
employee is the work environment, that is, all the
circumstances which were scattered around the workplace,
will affect employees both directly and indirectly. The
performance of an employee to perform his duties affected
by the atmosphere or the state of the work environment.
Therefore, when the atmosphere or the state of the working
environment is good, then the employee morale is likely to
increase, and vice versa. [2], showed positive influence on
employee performance work environment.

Although, only few theory and the results of
previous research on the influence of leadership style on the
work environment, especialy the work environment in
government and the phenomenon that shows non-optimal
performance of civil servants at bureaus of Government
Offices Administration of South Sumatera Province, it is
cruciadl to determine the factors that may affect the
performance of civil servants based on the patterns of
leadership, individual characteristics and work environment
in order to provide servicesto the public interest.

For that the issues examined in this study is first,
how leadership style (transformational leadership,
transactional leadership) influence the working environment.
Second, how individual characteristics influence work
environment. Third, how the work environment influence on
employee performance. And Fourth how leadership style
(transformational leadership, transactional |eadership) and
the individual characteristics influence the performance of
employees with a work environment as an intervening
variable.

The results of this study were expected to contribute
in terms of exploring the factors of employee performance
improvement seen from the leadership style, individual
characteristics, and work environment perspective in
government.

Il THEORETICAL FRAMEWORK
AND HYPOTHESIS

2.1 The Influence of Transformational Leadership,
Transactional  Leadership, and individual
characteristics of work environment
According to [13], the work environment is a

composite of three major subenvironments viz: the technical

environment, the human environment, and the organizational
environment. In the work environment, especialy in the
organization of government, the role of a leader is very
important that the organization can run well. Leaders in
organizations can be forwarded in positions that are inside,
for example, the head of the Bureau, Head of Section Chief,
and so forth. According to [4], in [15] transformational
leadership showed that leaders give consideration and
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intellectual stimulation that is individualized and has
charisma. According to [1] this has received considerable
empirical support example [2], [26], [27], [21], four types of
components of transformational leadership that are the
idealized influence (charisma), inspirational motivation,
individualized consideration, and intellectual stimulation.
Transformational leadership style will encourage intrinsic
motivation, trust, commitment, and loyalty of subordinates
[6]. This leader will try to create the atmosphere of a
pleasant working environment for employees. When the
work environment comfortable it will be very easy to make a
difficult job becomes lunch easy to find a solution and
resolution. The position of the leader will be more
acceptable and close to the people you work with in the
work environment. Based on these explanations, the
following hypotheses was formul ated:

H1: There was the significant influence of transformational

|eadership on the work environment.

Transactional leadership is a model of leadership
style by focusing on the achievement of goals or targets but
does not seek to develop responsibility and authority
subordinate to the progress of subordinates [9]. As modeled
by [4], transactional leadership is comprised of three
fundamental dimensions: contingent reward, management-
by-exception, and passive management by exception.
Transactional |eadership shows behaviors that leaders focus
on interpersonal dealings between the leader and his
subordinates. Organizations should be able to create
conducive conditions for management, employees and who
have the same official status within the organization to
cooperate. Conditions that should be created is the friendly
atmosphere, good communication, and self-control.
Fostering good relationships with co-workers, employees
and management must be done because we need each other.
The working relationship forms psychological influence on
employees. Based on these explanations, hypotheses was
formulated asfollows:

H2: There was sdignificant influence of transactional
leadership on work environment
Human resources in government agencies have a

variety of individual characteristics that differ from one
another. The difference of these individual characteristics
will influence the attitudes and behaviors in the work [16],
The individual characteristics of the good employee in an
optimal working environment are expected to improve
comfort and minimize disruption. Instead, a bad working
environment will cause disruption on work environment, it
can even affect the health and safety. Based on these
explanations, hypotheses was formulated as follows:

H3: There was a significant influence of the individual
characteristics of the work environment.

H4: There was a significant effect of transformational
leadership, transactional leadership and individual
characteristics simultaneously on the work
environment.

2.2 The Influence of Transformational L eadership,
Transactional L eader ship, Individual
Characteristics and Work Environment on
Employee Performance
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Research  results of [14], dsate that the
transformational leadership style has a positive and
significant impact on employee performance. The
implementation of transformational leadership will improve
employee performance, employees tend to be pleased to see
the leadership firmly in taking decisions, impartially and do
not harm any of the parties and the decision actually useful
for employees and agencies. Employees will work well if
they are directed and given instructions clearly. Direction
and giving instructions as well as retrieval decision is the
duty and responsibility of a leader. If there is effective
leadership, it can affect an employee to work with better
results. Based on these explanations, hypotheses was
formulated as follows:

H5: There was the significant influence of transformational
leadership on employee performance.

The initial concept of the transactional leadership
proposed by Burns in 1978 and developed by [5]. Burns
(1978) defines leadership as leadership transactional based
transactions or exchanges that occur between leaders and
subordinates. Transactional leadership according to [5],
formed by factors such as rewards contingent (contingent
reward), the active exception management (active
management by exception), and exception management
passive. Based on these explanations, the hypotheses was
formulated as follows:

H6: There was significant influence of transactional
leadership on employee performance

Characteristics of individuals are one of the factors
that may affect employee performance. According to [22],
indicators that can be used to measure persona
characteristics in terms of ability (ability), values, attitudes
(attitude) and interest (interest) , an attitude that makes
people happy would object situation or ideologue certain
ideas, will improve the individual a sense of satisfaction in
the work. Thus there is a positive relationship between
individual characteristics of employee performance. Based
on these explanations, the hypotheses was formulated as
follows:
H7: There was the significant influence of individual

characteristics on employee performance.

Good working environment and the physical working
environment non-physical work environment [18], group of
working environment can not be ignored. An organization
should be able to reflect the conditions that promote
cooperation between management, employees, and
colleagues. The working environment in an organization is
very important to note by the leadership of the organization.
The working environment will have a direct influence on the
officials who carry out the duties and expectations. An
organization is required to be able to provide security and
comfort for employees in work. The leadership of the
organization should be able to create a climate and working
atmosphere which can evoke a sense of togetherness and
friendliness to achieve a common goa. The work
environment can improve performance. Instead, an
inadequate working environment will reduce performance.

Based on these explanations, the hypotheses was formulated

asfollows:

H8: There was the significant influence of employee
performance in the work environment.

H9: There was the significant influence  of
transformational leadership transactional leadership,
Characteristics of individuals and work environment
simultaneously on employee performance.

1l RESEARCH METHODS

3.1 Research Population and Sampling

The study population was civil servants at bureaus of
Government Offices Administration of South Sumatera
Province, which amounted to 10 bureaus. These samples
included 220 respondents obtained by using proportionate
stratified random sampling method.

3.2 Operational Definition and Measurement of
Variables
Variables used by the author in this study were as
follows:
1. Transformational Leadership Variable
The author adopted four instruments by [1] to measure
the transformational leadership styles. Transformational
leadership was measured by dimensions Effect of Idea
(X1.1), Motivation Inspiration (X1.2), Intellectua
Stimulation (X1.3), and Individual Consideration (X1.4).
2. Transactional Leadership Variable
The author adopted three instruments by [4], to measure
the transactional leadership styles, namely Contingent
Reward) (X2.1), Active Management By Exception)
(X2.2) and Passive Management By Exception) (X2.3).
3. Individual Characteristic Variable
Variable Individual Characteristics (X3) consists of four
dimensions: Values, Interests, Ability, and Attitude.
4. Work Environment Variable
Dimensions of the working environment in this research
was divided into two namely: (&) the physical work
environment, and (b) non-physical work environment.
5. Employee Performance Variable
The dimension of employee performance using six (6)
dimensions adopted on specific behaviors of [2], the
dimensions of job quality, dimensions Quantity Occupation,
the dimensions of timeliness, dimensions Cost Effectiveness,
dimension requirement for supervision, dimensions | mpact
Interpersonal.

3.3 Data source
Data source in this study was divided into two types:
1. The primary data obtained through questionnaires to the
Employee a bureaus of Government Offices
Administration of South Sumatera Province regarding
transformational leadership, transactional |eadership,
individual characteristics, work environment and
empl oyee performance.



2. Secondary data, the data supported this research such as
literature, the results of previous research, documentation
or file obtained from the relevant parties.

3.4 Data analysistechnique
Analysis of the data was the analysis of SEM or
Structural Equation Modeling with application program
Lisrell 8.70. This study used path anaysis with two
structural equation modeling and structural sub as follows:
Work Environment = 1 Kep. Transformational + 2 Kep.
Transactional + B3 Individual
Characteristics + 01 ................ (3.1)
Employee Performance = 1 Kep. Transformational + B2
Kep. Transactional + B3 Individual
Characteristics + Work Environment

IV RESULTS AND DISCUSSION

4.1 Descriptive Statistics of Variables

Respondents to the Transformational Leadership
was measured by four (4) dimensions of Intellectual
stimulation,  dimensions  Individua consideration,
Inspirational motivation dimension and the dimension of
idealized influence, showing that the majority of respondents
respond to the category of "moderate”. Results of
respondents indicated there might be fedling less satisfied
employees against their leaders.

Transactional leadership was measured by two
dimensions of Passive Management-by exception and
Contingent Reward meaning that most respondents respond
to the category of "moderate". These results indicated the
respondents were less sympathetic and support to leadership.
The individual characterisics are internal factors
(interpersonal) that drive and influence the behavior of
individuals. Variable Individua Characteristics measured
using four dimensions of vaues, skills, interests and
attitudes, meaning that most respondents to respond to the
category of "moderate”. The results of these respondents
described the characteristics of quite a competent employee
in carrying out functions and duties.

The working environment was measured by 2-
dimensional  non-physical work environment, and
dimensions of the physical work environment, meaning that
the majority of respondents to respond to the category of
"moderate’. Results of respondents indicated that the
physical working environment and non-physical work
environment, less noticed by the respondents, in other words,
the work performed by the respondents regarded only as
daily activity / routine work.

Employee Performance in a bureaus of
Government Offices Administration of South Sumatra
Province was in the category "Medium", meaning that the
dimensions of job quality, dimensional quantity of jobs, the
dimensions of cost effectiveness, the dimensions of the need
for supervision, the dimensions of the impact of
interpersonal and dimensions of timeliness, less noticed by
employees who just watched the daily work routine that does
not require an optimal resullt.
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4.2. Hypothesis Testing Results of Causality of Research
Variables

Results of testing the significance level of overall
research variables shown in Figure 1 and Figure 2 below.
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Figure 1. Full Model of Research Structure

Based on Full Model above, the structural equation
was as follows:

1) LK = 046*KT + 021*KTS + 0.32*KI,
;= 0.5725, R°=0. 4275
2) KP = 0.36*KT + 0.16*KTS + 0.42*KI +0.34*LK, »
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Figure 2. T-Vaue Research Structure Full Model
Based on Figure 2, it can be described that:

1) Hypothesis 1 (The Influence of Transformational
Leadership to Work Environment)
Results of testing hypotheses by transformational
leadership partially showed positive and significant
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2)

3)

influence to the work environment, t count 4,22> 1.96
(critical values). Inspirational Motivation Dimension
(X1.2) was the most dominant dimension with the
indicator of leader who could communicate high
expectations in clear and attractive manner, raise morale,
and inspire subordinates. While the Working
Environment, the most dominant dimension was the
dimension of NonPhysical Working Environment (Y 1.2)
with indicators of leadership and employee relations and
relations among employees.

Partially transformational leadership had significant
positive influence on the work environment, the more
effective means of transformational leadership was
applied, the better the atmosphere in the work
environment a bureaus of Government Offices
Administration of  South  Sumatera  Province.
Transformational leadership variable was strongly
influenced by the most dominant dimension, Motivation
Inspiration on indicators KT04 (My boss often give
advice when | needed it). Based on the results of
descriptive statistics, inspirational motivation dimension
got the least responses from respondents (employees).
This indicated that employees might be feeling less
satisfied to their leader. A leader must be able to create
conducive conditions to looking for something new
which was not only oriented to problem-solving. The
leeder had to choose and maintain creative and
independent employees and provide opportunities for
them to innovate so that employees fed that
transformational leadership that there still needs to be
improved. The results of this study supported [28], that
the role of transformational leaders increasingly required
to create and maintain a healthy work environment. [20]
also identified that the behavior and attribute of the
transformational leader as "soft skills' that developed
and created a healthy work environment.

Hypothesis 2 (The influence of Transactional Leadership
to Work Environment)

Results of testing hypotheses transactional leadership
variable partially showed no significant effect to work
environment, t count 1.62 < 1.96 (critical values). The
dimension of Active Management-by exception was the
most dominant dimension with indicators of leader who
constantly monitor irregularities and mistakes made by
employees and appreciate the work of employees.
Transactional leadership would have no significant effect
on the work environment, meaning that the high and low
adoption of transactional leadership would not affect the
working environment at bureaus of Government Offices
Administration of South Sumatera Province. This
indicated that transactional leadership style did not
contribute to the creation of a work environment in
government.

Hypothesis 3 (The Influence of Individual Characteristics
to Work Environment)

Results of testing on hypothetica individua
characteristics variable partially indicated positive and
significant influence on the work environment, tcount

4)

5)

7.84> 1.96 (critical values). Dimensions of interest were
the most dominant dimension to the work indicator in
accordance with the ideals of the employee and the
employee was able to utilize the maximum energy for
continuous work. The individual characteristics had
significant positive influence on the working
environment, meaning that the better characteristics of
the employee, the better the atmosphere of the work
environment a bureaus of Government Offices
Administration of South Sumatera Province. The
characteristics of individuals variable were greatly
influenced by the most dominant dimension of capability
indicator K126 (I was able to keep the balance of
physical strength when it works). Based on the results of
descriptive statistics, capability dimension got the least
responses from respondents (employees). This indicated
that the level of expertise and the competence of
government officials.

Hypothesis 4 (The Influence of Transformational
Leadership, Transactional Leadership, individual
characteristics simultaneously to the Work Environment)
Results of testing on hypothetical transformational
leadership  transactional leadership, individual
characteristic  variables  simultaneously  indicated
significant effect to working environment with a
coefficient terminated (R2) of 0.4275, or 42.75%, while
the rest of 0.5725 (57.25%) were other variables (Zeta / ()
that influence work environment, but not examined in
this study. Transformational |eadership variable was the
most dominant influence on the work environment
variable with the path coefficient (0.46 or 46%). There
was a positive and significant effect of transformational
leadership, transactional leadership, and individual
characteristics simultaneously on work environment of
employees at bureaus of Government Offices
Administration of South Sumatera Province. Meaning
that the better the transformational leadership,
transactional leadership, and individual characteristics,
the better improvement of a work environment. The
underlying logic was that work environment of
employees was determined by the application of good
transformational leadership and transactional leadership
and good characteristics of employees. Employee work
environment was more conducive if these three variables
were met. Thus, we can conclude that the leadership of
transformational and transactional |eadership effectively
and the support of individual characteristics will be able
to improve the working environment. This results
supported [4] that transformational leadership and
transactional |eadership were something different but not
as mutualy exclusive processes. This indicated that
leader could implement these in different circumstances.
Hypothesis to-5 (Influence of Transformational
L eadership to Employee Performance)
Results of testing on hypothetical transformational
leadership variable partialy showed a positive and
significant influence on employee performance, t count
944 > 196 (critica vaues). In transformational



6)

7)

8)

leadership variable, inspirational motivation dimension
(X1.2) with the behavioral indicator of leaders who
capable to communicate high expectations in clear and
attractive manner, raise morale, and inspire subordinates
to aways be enthusiastic and optimistic in achieving
organizational objectives. Transformational leadership is
a significant positive effect on employee performance,
meaning the more effective implementation of
transformational leadership, the higher the performance
of employees in government agencies
Administrative Office of South Sumatra province. The
results of this study indicate that 1) the leader has been
able to give work instructions are clear, 2) leader has
been able to inspire employees to complete the work
according to operational standards applicable, 3)
leadership has been able to encourage employee morale
in accordance with the vision of the ingtitution's mission,
and 4) a leader able to work with his subordinates. The
results of this study supported [14] and [25], that
transformational leadership had the positive and
significant impact on employee performance.

Hypothesis 6 (The Influence of Transactional Leadership
to Employee Performance)

The test results on the sixth hypothesis transactional
leadership partially showed no significant influence on
employee performance, t count 1,53 < 1.96 (critical
values), where the dimensions of Active Management-by
exception was the most dominant dimension.
Transactional leadership did not significantly influence
employee performance, meaning that high to low
adoption of transactional leadership would not affect the
work environment at bureaus of Government Offices
Administration of South Sumatera Province. This
indicated that this kind of transactional leadership style
did not contribute to improving the performance of
employees within a government.

Hypothesis 7 (The Influence of Individual Characteristics
on Employee Performance)

Results of testing on hypothetica individua
characteristic variable partialy indicated the positive and
significant influence on employee performance, tcount
819 > 196 (critical values). In the employee
performance variable, timeliness dimension was the most
dominant dimension with an indicator which works
activities ranging from attendance and completion of
work in accordance with the expected time. The
individual characteristics had significant positive effect
on employee performance, meaning that the better the
individual characteristics of employees, the higher the
performance of employees at bureaus of Government
Offices Administration of South Sumatera Province. This
study supported [29], that the individual characteristics
that correspond to areas of competence of the employees
would support better work.

Hypothesis 8 (The Influence of Work Environment to
Employee Performance)

Results of testing hypotheses work environment variable
partialy indicated positive and significant influence to

9)
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employee performance, t count 5.79> 1.96 (critical
values). Interests dimension was the most dominant
dimension. There was a significant positive effect on
employee performance on work environment, meaning
that the better and conducive work environment for
employees, the higher the performance of employees at
bureaus of Government Offices Administration of South
Sumatera Province. The dynamic work environment
created good work environment atmosphere, good
relationship/interaction among employees so that
working atmosphere would be more comfortable and
harmonious and employees would be more enthusiasm in
improving their performance [8], [10], [23], [19], [17].
This result supported [24], that the work environment
was designed and would affect not only the
behavior/feelings of employees but also the performance
of employees, the commitment and the creation of new
knowledge in the organization.

Hypothesis-9 (The Influence of Transformational,
Transactional Leadership, individual characteristics,
Environmental Working simultaneoudy to employee
performance)

Results of testing on hypothetical transformational
leadership,  transactional leadership,  individual
characteristics, and work environment variables
simultaneously to the performance of employees resulted
from coefficient determination (R2) of 0.6352 or 63.52%.
Individual characteristic variables were the variable most
dominant influence on employee performance variables.
There was the significant positive influence of
transformational leadership, transactional leadership,
individual characteristics and work environment
simultaneously on employee performance at bureaus of
Government Offices Administration of South Sumatera
Province, that the duty to create work environment
including promoting and improving well-being in order
to improve employee performance. Aside from the work
environment, one of the significant factors that influence
employee performance was individual characteristics,
namely values, interests, abilities and attitudes of the
employees in completing work. Heathy work
environment, as well as the involvement of employees,
such as relationships with colleagues and managers,
space for personal development, would be a positive
influence on employee performance improvement. Thus
it could be concluded that the efforts done by
management to improve employee performance at
bureaus of Government Offices Administration of South
Sumatera Province, could be done by synergizing the
implementation of leadership consistently, improving the
individual characteristics and maintaining work
environment of employees at bureaus of Government
Offices Administration of South Sumatera Province.
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VI CONCLUSION

The conclusion of this study included:

1.

Partially and simultaneously, there were significant
positive influences of transformational leadership,
individual characteristics of the employee satisfaction
at bureaus of Government Offices Administration of
South Sumatera Province, whereas transactional
leadership had no influence on the work environment.
The variables that contributed the most dominant
influence was transformational leadership.

Partially and simultaneously, there was a significant
positive influence of transformationa leadership,
individual characteristics, and work environment to
employee performance at bureaus of Government
Offices Administration of South Sumatera Province,
only transactional leadership that did not influence the
performance of employees. The variables that
contributed the most dominant influence that was
individual characteristics, as opposed to exogenous
variables other, and the work environment is not as an
intervening variable meaning it could not strengthen
the influence of transformational leadership,
transactional leadership, individua characteristics and
work environment to employee performance at bureaus
of Government Offices Administration of South
Sumatera Province.

VIl RESEARCH LIMITATION

The limitation of this study was the use of primary data. The
subjectivity of respondents leads to bias in respondents
answers. Therefore, the results of this study should be
carefully interpreted.
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