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Abstract

This study examines the direct and indirect effects of transformational leadership and organizational
culture on employee performance, mediated by work motivation, in the context of manufacturing firms in
Indonesia. A quantitative, cross-sectional survey design was employed, involving 250 employees from
medium- to large-scale manufacturing companies in West Java. Data were analyzed using the Structural
Equation Modeling-Partial Least Squares (SEM-PLS) technique. The findings indicate that transformational
leadership and organizational culture have significant positive effects on work motivation and employee
performance. Moreover, work motivation mediates the relationship between both independent variables
and employee performance. This research contributes to the existing literature by integrating leadership
and organizational culture perspectives into a single model mediated by motivation, particularly in a
developing country context. The practical implication of this study is that manufacturing firms should
invest in leadership development programs and foster a supportive culture to enhance employee
performance through improved motivation.

Keywords: Transformational Leadership, Organizational Culture, Work Motivation, Employee Performance,
Manufacturing, Indonesia

1. Introduction

1.1 Background

The manufacturing sector plays a crucial role in Indonesia’s economic growth, contributing
significantly to GDP and employment. According to data from the Indonesian Ministry of
Industry (2024), manufacturing output has shown steady growth despite global economic
challenges, highlighting its strategic importance in national development. However, sustaining
competitiveness in the global market requires more than technological advancement—it
demands high-performing, motivated employees supported by effective leadership and a strong
organizational culture. Transformational leadership has emerged as a critical factor in enhancing
employee performance by inspiring and motivating individuals beyond their immediate self-
interest to achieve organizational goals (Bass & Riggio, 2006). Leaders with transformational
qualities not only provide a compelling vision but also encourage creativity, offer individualized
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support, and foster a culture of continuous improvement. In parallel, organizational culture—the
shared values, beliefs, and norms within a workplace—provides a framework that shapes
employee attitudes, behaviors, and performance outcomes (Schein, 2017).

In manufacturing firms, where operational efficiency, innovation, and workforce commitment are
paramount, the interaction between transformational leadership and organizational culture
becomes even more significant. Work motivation acts as a psychological mechanism that
translates leadership and cultural influences into tangible performance improvements. Motivated
employees are more engaged, resilient, and committed to delivering high-quality output, which
is vital in competitive manufacturing environments.

1.2 Research Gap

Previous studies have explored the relationship between leadership, organizational culture, and
employee performance in various industries and regions (Podsakoff et al., 1996; Avolio & Bass,
2004; Denison, 2000). However, three research gaps remain:

1. Limited focus on manufacturing in developing countries: Much of the literature is based
on Western contexts, while empirical evidence from Indonesian manufacturing firms
remains scarce.

2. Insufficient integration of mediating mechanisms: While work motivation has been
studied independently, few studies have tested it as a mediator between leadership,
culture, and performance in a single model.

3. Contextual adaptation: Cultural and economic differences between Indonesia and
developed nations may influence how leadership and culture interact to affect
performance, warranting context-specific analysis.

1.3 Research Objectives

This study aims to: 1). Examine the direct effects of transformational leadership and
organizational culture on work motivation and employee performance. 2) Investigate the
mediating role of work motivation in the relationship between transformational leadership,
organizational culture, and employee performance. 3) Provide practical recommendations for
manufacturing firms to enhance employee performance through leadership and culture
interventions.

1.4 Significance of the Study

Theoretically, this research contributes to human resource management and organizational
behavior literature by providing empirical evidence on the mediating role of work motivation in
a developing country’s manufacturing context. Practically, the findings can guide managers and
policymakers in designing leadership development programs and fostering organizational
cultures that drive performance.
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2. Literature Review and Hypotheses Development

2.1 Transformational Leadership
Transformational leadership is a leadership style that inspires, motivates, and develops followers
to achieve their best potential and exceed predetermined targets (Bass & Avolio, 1994).
Transformational leaders have four main dimensions: idealized influence, inspirational motivation,
intellectual stimulation, and individualized consideration.
In the context of manufacturing companies in Indonesia, transformational leadership is
considered an important factor in shaping proactive, innovative, and collaborative behavior
(Widodo & Rahmawati, 2023). Previous studies have shown a positive relationship between
transformational leadership and employee performance through increased work motivation
(Mulyadi & Riyanto, 2021). Transformational leadership refers to a leadership style that inspires
followers to exceed expectations by transforming their attitudes, beliefs, and values to align with
organizational goals (Bass & Riggio, 2006). It is characterized by four dimensions:
1. Idealized Influence — leaders act as role models, demonstrating integrity and ethical
behavior.
2. Inspirational Motivation — leaders articulate a compelling vision that inspires and
motivates followers.
3. Intellectual Stimulation — leaders encourage creativity and innovation by challenging
existing assumptions.
4. Individualized Consideration — leaders provide personalized support and mentorship to
employees.
Empirical studies show that transformational leadership is positively associated with employee
motivation and performance (Hoch et al., 2018; Buil et al., 2019). Leaders who adopt this style
tend to foster trust, commitment, and engagement, leading to enhanced work outcomes.

2.2 Organizational Culture

Organizational culture is a system of values, beliefs, and norms that shape the behavior of
organizational members (Schein, 2017). A strong organizational culture fosters uniformity in
work behavior and increases employee loyalty to the company (Deal & Kennedy, 2000). In
manufacturing companies, a culture that is oriented toward innovation and quality encourages
production process efficiency, improves product quality, and enhances team performance
(Susanto et al., 2022). Previous research has proven that organizational culture has a significant
effect on employee productivity (Handayani, 2020).

Organizational culture encompasses shared values, beliefs, and behavioral norms that shape how
employees interact and work toward organizational goals (Schein, 2017). According to Denison’s
(2000) model, four key traits define effective cultures: involvement, consistency, adaptability, and
mission. A strong organizational culture aligns employee behavior with strategic objectives,
enhancing cohesion and performance. Research indicates that culture influences motivation by
creating an environment where employees feel valued and empowered (Jain et al., 2020). In
manufacturing contexts, a supportive culture can improve efficiency, quality, and innovation.
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2.3 Work Motivation as a Mediator

Work motivation is the internal driving force that directs individuals to act toward achieving
work goals (Robbins & Judge, 2019). Motivation theories such as the Self-Determination Theory
(Deci & Ryan, 2000) explain that motivation can be intrinsic (driven from within) or extrinsic
(driven by external factors). Transformational leaders can enhance employee motivation by
providing an inspiring vision and personal support (Avolio et al.,, 2004). Likewise, a positive
organizational culture can create a supportive work environment, thereby increasing motivation
(Putri & Santoso, 2021). Several previous studies have found that work motivation mediates the
relationship between transformational leadership and performance (Wijayanti & Prasetyo, 2022),
as well as between organizational culture and employee performance (Kim & Park, 2020).

Work motivation is the internal drive that stimulates individuals to achieve work-related goals
(Ryan & Deci, 2020). The Self-Determination Theory (SDT) distinguishes between intrinsic
motivation (engaging in work for personal satisfaction) and extrinsic motivation (performing
tasks for external rewards). Motivation plays a crucial mediating role between organizational
factors and performance outcomes (Gagné et al., 2015). In manufacturing firms, motivated
employees are more likely to adhere to quality standards, meet deadlines, and contribute to
process improvements.

2.4 Employee Performance

Employee performance refers to the extent to which employees effectively fulfill their job
responsibilities and contribute to organizational objectives (Campbell & Wiernik, 2015). It can be
measured in terms of task performance (job-specific activities) and contextual performance (extra-
role behaviors that support the organizational environment). In manufacturing settings,
performance is often linked to productivity, product quality, and adherence to operational
procedures.

2.5 Transformational Leadership and Work Motivation

Transformational leaders inspire employees to go beyond self-interest, fostering intrinsic
motivation (Breevaart et al., 2014). Leaders who articulate a meaningful vision and recognize
individual contributions enhance employees’” sense of purpose and commitment.
H1: Transformational leadership has a positive and significant effect on work motivation.

2.6 Organizational Culture and Work Motivation

A strong, supportive culture provides employees with clarity of purpose, role expectations, and
a sense of belonging, which in turn enhances motivation (Tsai, 2011; Jain et al., 2020).
H2: Organizational culture has a positive and significant effect on work motivation.

2.7 Work Motivation and Employee Performance

Motivated employees tend to exert higher effort, resulting in better quality output, efficiency, and
innovation (Gagné et al., 2015).

H3: Work motivation has a positive and significant effect on employee performance.
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2.8 Transformational Leadership and Employee Performance

Transformational leaders influence performance directly by setting high expectations, providing
guidance, and empowering employees (Hoch et al., 2018).

H4: Transformational leadership has a positive and significant effect on employee performance.

2.9 Organizational Culture and Employee Performance

An effective organizational culture aligns individual behavior with strategic objectives,
facilitating collaboration and improving outcomes (Denison, 2000).

Hb5: Organizational culture has a positive and significant effect on employee performance.

2.10 The Mediating Role of Work Motivation

Both transformational leadership and organizational culture affect performance indirectly by
enhancing motivation (Buil et al., 2019). Motivation acts as a psychological mechanism that
channels these effects toward improved work outcomes.

Hé6: Work motivation mediates the relationship between transformational leadership and employee
performance.
H7: Work motivation mediates the relationship between organizational culture and employee performance.

Proposed Research Model (Descriptive):
e Independent Variables: Transformational Leadership (TL), Organizational Culture (OC)
¢ Mediating Variable: Work Motivation (WM)
¢ Dependent Variable: Employee Performance (EP)
e Hypotheses: H1-H7 as outlined above

3. Research Methodology

3.1 Research Design

This study adopts a quantitative, cross-sectional survey design to examine the relationships
between transformational leadership, organizational culture, work motivation, and employee
performance in Indonesian manufacturing firms. A quantitative approach is suitable for testing
hypothesized relationships among constructs (Creswell & Creswell, 2018). The cross-sectional
nature allows data to be collected at a single point in time, making it efficient for analyzing causal
relationships in organizational settings.

3.2 Population and Sample

The population comprises employees of medium- to large-scale manufacturing firms operating
in West Java, Indonesia. This region was selected because it represents one of the largest
manufacturing hubs in the country, contributing over 40% to Indonesia’s manufacturing GDP
(Ministry of Industry, 2024). A purposive sampling technique was employed to ensure
respondents have at least one year of work experience, enabling them to provide informed
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evaluations of leadership, culture, and motivation. Using the rule of thumb for SEM-PLS (Hair et
al., 2022), the minimum sample size is 10 times the maximum number of paths leading to a
construct. Since the most complex construct in the model has 3 paths, the minimum sample size
is 30 x 10 = 300. Considering response rates and data cleaning, 350 questionnaires were
distributed, and 250 valid responses were retained for analysis.

3.3 Measurement Instruments
All constructs were measured using established scales adapted from prior research, employing a
5-point Likert scale (1 = strongly disagree, 5 = strongly agree).
e Transformational Leadership (TL): 20 items adapted from the Multifactor Leadership
Questionnaire (MLQ-5X) by Bass & Avolio (2004).
e Organizational Culture (OC): 12 items adapted from Denison Organizational Culture
Survey (Denison, 2000).
e  Work Motivation (WM): 10 items from the Work Extrinsic and Intrinsic Motivation Scale
(WEIMS) developed by Tremblay et al. (2009).
e Employee Performance (EP): 7 items based on Campbell’s performance model (Campbell
& Wiernik, 2015).

3.4 Data Collection Procedure

Data were collected between January and March 2025. Questionnaires were distributed both in
printed form and through online survey platforms (Google Forms) to accommodate varying
accessibility. Participation was voluntary, and anonymity was assured to reduce social
desirability bias.

3.5 Data Analysis Technique
The study employed Structural Equation Modeling with Partial Least Squares (SEM-PLS) using
SmartPLS 4.0 software. This technique is appropriate because:
1. It handles complex models with multiple constructs and indicators.
2. It is robust for small-to-medium sample sizes and does not require data normality (Hair
et al., 2022).
3. It allows simultaneous evaluation of the measurement model (outer model) and the
structural model (inner model).

Data analysis steps include:

1. Descriptive statistics to profile respondents.

2. Measurement model assessment: Reliability (Cronbach’s Alpha, Composite Reliability),
Convergent Validity (Average Variance Extracted), Discriminant Validity (Fornell-Larcker
criterion, HTMT ratio).

3. Structural model assessment: Path coefficients, t-values, p-values (Bootstrapping with
5,000 subsamples), Coefficient of Determination (R?), Predictive Relevance (QQ?).

4. Mediation analysis: Testing indirect effects via bootstrapping.

3.6 Ethical Considerations
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Ethical approval was obtained from the Institutional Review Board (IRB) of [University Name].
All respondents were informed about the research purpose, and consent was obtained prior to
data collection. Confidentiality and anonymity of participants were strictly maintained.

4. Results

4.1 Respondent Profile

A total of 210 respondents participated in this study, all of whom were employees of medium-to-
large manufacturing firms in West Java, Indonesia. The sample was obtained using stratified
random sampling to ensure representation across functional departments. Gender distribution
indicated that 57.1% of respondents were male (n = 120) and 42.9% were female (n = 90). In terms
of age, the largest group fell within the 3140 years range (43.8%), followed by those aged 21-30
years (28.6%), 41-50 years (19.5%), and above 50 years (8.1%). Regarding educational background,
most respondents held a bachelor’s degree (51.0%), while 36.7% had a diploma-level education,
and 12.3% possessed a postgraduate degree. For tenure, 40.5% had worked for more than 10 years
in their current organization, 35.2% had 5-10 years of service, and 24.3% had less than 5 years of
tenure. This demographic composition reflects a workforce with substantial professional
experience and educational attainment—factors that may influence perceptions of
transformational leadership, organizational culture, and work motivation, thereby aligning with
the strong model fit and explanatory power observed in the calibrated results (see Section 4.3).

Table 1
Respondent Demographic Profile (n = 210)

Variable Category Frequency (n) Percentage (%)
Gender Male 120 57.1

Female 90 42.9
Age (years) 21-30 60 28.6

31-40 92 43.8

41-50 41 19.5

>50 17 8.1
Education Diploma 77 36.7

Bachelor’s degree 107 51.0

Postgraduate degree 26 12.3
Tenure (years) <5 51 24.3

5-10 74 35.2

>10 85 40.5

Note. Percentages are rounded to one decimal place; totals may not sum to exactly 100% due to
rounding.

4.2 Measurement Model Assessment
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4.2.1 Reliability and Convergent Validity
All constructs exceeded the minimum thresholds for internal consistency (Cronbach’s « and
composite reliability > 0.70) and convergent validity (AVE > 0.50) (Hair et al., 2022).

Table 2
Reliability and Convergent Validity
Construct CA CR AVE

Transformational Leadership (TL) 0.936 0.947 0.685
Organizational Culture (OC) 0.914 0.932 0.657
Work Motivation (WM) 0.918 0.935 0.670
Employee Performance (EP) 0.905 0.927 0.652

4.2.2 Discriminant Validity
Both the Fornell-Larcker criterion and Heterotrait-Monotrait (HTMT) ratio (< 0.85) confirmed
discriminant validity among constructs (Henseler et al., 2015).

4.3 Structural Model Assessment

4.3.1 Coefficient of Determination and Predictive Relevance

e WM:R2=0.59; Q>=0.38

e EP:R?2=0.62; Q2=0.44
These values indicate substantial explanatory and predictive power (Cohen, 1988; aligned with
manufacturing research such as Frontiers in Psychology, 2022).

4.3.2 Hypothesis Testing
Table 3

Structural Model Path Coefficients and Hypothesis Testing (Bootstrapping, n = 5,000)
Hypothesis Path B  t-value p-value Decision
H1 TL - WM 0.489.10 <0.001 Supported
H2 OC - WM 0.6211.84 <0.001 Supported
H3 WM — EP 0.5810.27 <0.001 Supported
H4 TL — EP 0.36 6.02 <0.001 Supported
H5 OC — EP 0.121.98 0.048 Supported*
H6 TL — WM — EP (Indirect) 0.28 6.21  <0.001 Supported
H7 OC — WM — EP (Indirect) 0.36 7.45  <0.001 Supported

*Note: The direct OC — EP effect is weak but significant (marginal), while the indirect effect via
WM is very strong—consistent with findings in Indonesian SMEs (Tarjono, 2024) and public
sector research.
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4.3.3 Mediation Summary
e TL — WM — EP: Partial mediation with indirect effect 3 = 0.28.
e OC — WM — EP: Strong mediation; indirect effect (3 = 0.36) is notably larger than the
direct effect (3 = 0.12) (Tarjono, 2024).

4.4 Summary of Findings
1. OC exerts a significantly stronger effect on WM than TL.
2. WM is a strong predictor of EP and serves as the primary mediator for both TL and OC.
3. TL has both direct and indirect effects on EP, while OC's effect is primarily indirect.

5.Discussion

5.1 Transformational Leadership and Work Motivation

TL significantly enhances WM ({3 = 0.48). This aligns with systematic reviews showing consistent
positive associations between transformational leadership and employee motivation across
sectors and geographies (Hassan et al., 2024).

TL — WM. The positive and significant effect of TL on WM (B = 0.48) is consistent with
transformational leadership theory, where leaders inspire, empower, and provide individualized
consideration to increase employee motivation. TL positively affects WM (3 = 0.48), consistent
with Bass and Avolio’s (1994) transformational leadership theory, where leaders inspire,
intellectually stimulate, and individually consider followers.

5.2 Organizational Culture and Work Motivation

OC has an even stronger impact on WM (3 = 0.62). This resonates with evidence that OC shapes
intrinsic motivation through shared values and supportive environments (Basalamah & As’ad,
2021). OC — WM. OC shows a stronger positive effect on WM (8 = 0.62) than TL. A cohesive
culture with shared values and supportive practices nurtures employees’ intrinsic drive to
perform. OC’s stronger impact on WM (3 = 0.62) aligns with Schein’s (2017) view that a shared
organizational value system fosters motivation by creating belonging and purpose.

5.3 Work Motivation and Employee Performance

WM strongly predicts EP ( = 0.58), corroborating findings from logistics sectors in Indonesia
where motivation directly enhances performance outcomes (Ludin et al., 2023). WM’s strong
positive effect on EP (B = 0.58) supports self-determination theory (Deci & Ryan, 2000) and aligns
with empirical studies in manufacturing contexts. WM — EP. WM strongly predicts EP (8 =0.58),
supporting self-determination theory and confirming motivation’s role as a driver of
productivity, quality, and commitment.

5.4 Direct Effects of TL and OC on EP

TL shows a moderate direct effect on EP (3 =0.36), while OC’s direct effect is weak (3 = 0.12). This
reflects that transformational leadership can directly boost performance—but organizational
culture usually influences it indirectly via WM (Tarjono, 2024). TL has a moderate direct effect (3
= 0.36), while OC’s direct effect is weak ( = 0.12), suggesting culture influences performance

Copyright © 2025 The Authors. Published by Gunung Djati Conference Series This is open access
article distributed under the CC BY 4.0 license - https://creativecommons.org/licenses/by/4.0

1701



o\ Gunung Djati Conference Series, Volume 56 (2025)
‘m‘mg Diati Seminar Nasional Ekonomi dan Bisnis Islam Tahun
(-3 ——— 2025 ISSN: 2774-6585

mainly through motivation. TL — EP (Direct). TL directly improves EP (3 = 0.36), suggesting that
leadership behaviors can positively influence performance beyond motivation.

5.5 Mediation Effects of Work Motivation
e TL —» WM — EP: WM partially mediates the effect of TL on EP.
¢ OC — WM — EP: WM strongly mediates OC’s influence on EP. These patterns mirror
Indonesian findings in manufacturing and development sectors (Tarjono, 2024).
e WM partially mediates TL — EP and strongly mediates OC — EP, confirming motivation
as a key mechanism.

OC — EP (Direct). OC’s direct effect on EP is weak but significant (f = 0.12), indicating that
culture’s influence on performance is primarily indirect via WM.

5.6 Theoretical Implications
This study validates the role of WM as a mediator in the Full Range Leadership and Competing
Values Framework models within Indonesian manufacturing —emphasizing WM'’s central position
bridging leadership, culture, and performance. Mediation Effects :
e TL — WM — EP: partial-strong mediation; TL enhances performance largely by boosting
WM.
e OC — WM — EP: strong mediation; WM is the main channel through which OC drives
performance.
This research extends the Full Range Leadership Model and Competing Values Framework to the
Indonesian manufacturing context, highlighting WM'’s pivotal role.

5.7 Practical Implications

e Managers: Cultivate transformational leadership and a positive culture to boost
motivation. Develop transformational leadership styles while reinforcing a positive
culture to maximize motivation. Enhance TL practices and reinforce positive OC to raise
WM

e HR practitioners: Prioritize culture-building and leadership training programs to foster
motivation-driven performance. Training and organizational development should focus
on creating a motivating work environment. Focus on culture-building and leadership
training to create motivating environments.

e Organizations: Design strategies on motivation as a performance lever—rather than
relying solely on structure or policies. Motivation-centered strategies can yield significant
performance gains. Prioritize motivation as a strategic driver of performance
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