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ABSTRACT

This study aims to analyze the effect of leadership style on employee retention and employee performance in an
organizational context. The independent variable in this study is leadership style consisting of Democratic Leadership
(X1), Autocratic Leadership (X2), Laissez-faire Leadership (X3), and Transformational Leadership (X4). The
dependent variables include Employee Resistance (Y1) and Employee Performance (Y2). Quantitative methods were
used in this study, using the Partial Least Squares Structural Equation Modeling (PLS-SEM) version 4 analysis tool.
Data were collected through a survey of employees from various levels in the organization. Seven hypotheses were
proposed and tested through data analysis using the PLS-SEM technique. Experiments were carried out twice to ensure
the reliability and validity of the results. The results of this study reveal the significant impact of leadership style on
employee resistance and employee performance. More specifically, the transformational leadership style has a strong
positive effect on employee performance, while the democratic leadership style is associated with lower levels of
employee resistance. On the other hand, autocratic and laissez-faire leadership styles tend to be associated with higher
employee resistance. These findings provide important implications for management practice in understanding how
leadership style influences employee retention and performance. By recognizing the positive impact of the
transformational leadership style, organizations can focus more on developing leaders who are able to motivate and
inspire employees. Besides that, This research underscores the importance of a democratic approach to leadership to
reduce employee resistance. The overall results of this study provide valuable guidance for human resource management
in improving leadership effectiveness and organizational performance.
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1.INTRODUCTION

Leadership is one of the most essential areas in organizational management. Alan, M [1] defines leadership
as a process in which an individual influences a group of individuals to achieve a common goal. Bass, BM [2] also
defines leadership as a person's ability to influence the behavior or actions of others to achieve goals and maximize
results in the organization. Good leadership is essential for organizational efficiency and effectiveness. Today,
organizations employ different leadership styles depending on their nature and operations. Different types of
leadership styles will be effective in achieving organizational goals and objectives in different situations in the
workplace. Managers' leadership style is related to employee job satisfaction, retention, and performance
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improvement, which can be achieved through effective leadership. Therefore, leaders play an essential role in the
continuity and progress of an organization. Browell & C Masabo [3] also stated that leadership helps achieve
organizational goals and objectives.

Business Essentials [4] definition of leadership style, focusing on motivating and influencing followers
towards organizational goals, lays the groundwork for understanding leadership dynamics. To enrich this perspective,
it is imperative to consider how leadership styles impact not only the immediate work environment but also the overall
organizational culture. Previous research has indicated that a leader's ability to adapt their style to fit organizational
goals is crucial for fostering a positive and productive work atmosphere. By delving into these nuanced aspects, the
study aims to provide valuable insights applicable to the dynamic landscape of contemporary organizations. Ethe, J [5]
seminal work on participatory leadership styles presents a timeless framework for comprehending the intricacies of
leadership. Expanding on this, it is essential to recognize that leadership styles are not rigid categories but rather fluid
approaches that leaders may employ depending on the specific circumstances. Autocratic leadership, as highlighted by
Hair Jr [6] might be effective in certain situations where quick decisions are required, but its long-term impact on
employee morale and engagement needs careful consideration. By acknowledging the nuanced nature of these
leadership styles, the study aims to contribute practical guidelines for leaders at PT Cakra Jawara Iveco to navigate a
dynamic and challenging industry landscape.

Within the context of PT Cakra Jawara Iveco, understanding the implications of leadership styles gains
particular urgency. The automotive industry is inherently competitive and subject to rapid technological
advancements. Thus, the study's focus on Lewin's participative leadership styles becomes crucial, given their potential
impact on employee retention and performance. By situating the research within the organizational dynamics of PT
Cakra Jawara Iveco, the study aims to offer tailor-made recommendations that align with the specific challenges and
opportunities present in the company. This research not only contributes to the theoretical understanding of leadership
styles but also directly addresses the practical needs of a real-world business environment.

Moreover, the study's relevance is heightened by the current global emphasis on employee well-being and
organizational effectiveness. As organizations strive to create inclusive and empowering work environments, the role
of leadership in shaping these cultures becomes paramount. The research at PT Cakra Jawara Iveco is strategically
positioned to contribute valuable insights that can be leveraged not only within the company but also by other
organizations in the automotive sector. In doing so, the study transcends its immediate context and becomes a beacon
for leadership best practices in a broader industrial landscape. The urgency of this research lies not only in its potential
to enhance the performance of PT Cakra Jawara Iveco but also in its capacity to inform and inspire positive change
across the industry.

2. METHODS

Employees of the Indonesian company PT. Cakra Jawara Iveco in Jakarta participated in the survey. Democratic
Leadership (X1), Autocratic Leadership (X2), Laissez Faire Leadership (X3), Transformasional Leadership (X4),
Employee Retention (Y1), Employee Performance (Y2), and employee performance success they are the six variable
used in this sort of quantitative study. The population and sample are determined using the Hair formula, and the
score is calculated using the Likert scale:

Minimum sample size = Number of indicators x 5

Additionally, are 34 indicators multiplied by 5 to get a minimum sample size of 170. Conducting data analysis in
this study using SmartPLS 4.0 software, using inferential statistical analysis with six steps of structural equation
modeling (SEM), which will be assessed descriptively.

3. RESULT AND DISCUSSION

3.1 Results
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In the SEM test, there are at least three steps of analysis, namely: (1) testing the relationship between indicators
and latent or construct variables (the outer model or measurement model); (2) testing the relationship between latent
or construct variables (the structural model); and (3) testing the compatibility model. The results of the calculations
on the construct validity and reliability tests are shown in Figure 1 below, which is the result of running the outer
model test (measurement model).

Figure 1 below shows the results of the construct validity and reliability tests. Questions or indicators with a
loading factor value of 0.7 will be excluded from the model when testing their validity Hair Jr [7]. In Figure 1, it can
be seen that the first running output shows that there is a loading factor value of 0.7, which will then be excluded
from the model one by one, namely: 4X1.6 = 0.690, AX1.7 = 0.652, 2X1.8 = 0.661, AX1.9 =0.591, 1X2.1 = 0.655,
AX2.2 = 0.452, 1X2.3 = 0.699, 1X2.5 = 0.683, 1X2.6 = 0.575, AX3.4 = 0.179, 1X3. 5 = 0.141 (figure 1). After
running twice, the external model is obtained, which contains all indicators with a loading factor value of > 0.7.

Figure 1 Pls Algorithm Run 2

Figure 2 Pls Bootstraping

The influence analysis between latent and construct variables in the SEM model is nothing more than testing the
structural model in path analysis. In the inner model, the research hypotheses will be proven. In this study, the analysis
used bootstrapping using SmartPLS software. The results of running calculations with Bootstrapping are shown in
Figure 2 below, and the results of several stages of the analysis are explained below.



586 M. Riza et al.

To complete the analysis in this study, the authors display a table of hypothesis test results. This can be seen in the

table.

Table 1. Hypothesis Test

Sampelal(0) Rataaa sampel (W) Standar doviesi(STOEV) Tstatist (O'STOEV) Niai P (P vakes)

Autocrazy (2) > Enployee Retention (Y1) 0259 0287 00 a3 oot

Democrazy (K1) > Employee Performanc (Y2)
Democrazy (K1) > Employe Retenton Y1)

Enployes Reenton (1) > Enployee Performance 12)

Laies Fale (X) > Employee Retenton (V)

“Tansformational(3) > Enployee erfomance (Y2)

‘Tanstomatonal(3) > Enployse Retetion 11) o185 o167 o075 un

Source: Processed data for 2023

Shown in Table 1 above is the calculation result of bootstrapping to test the inner model, which describes the
research hypotheses in the SEM model simultaneously. The results of the path analysis explaining the direct effects
of one construct on another are as follows:

1.

H1 = democratic leadership (X1) positively affects Employee Retention (Y1) with a path coefficient of pxlyl =
0.139 and p-value = 0.016. So, the first hypothesis is proven.

H2 = autocratic leadership (X2) positively affects employee retention (Y1) with a path coefficient of px2yl =
0.259 and p-value = 0.001. So, the second hypothesis is proven.

H3 = Lisez Faire's leadership (X3) positively affects employee retention (Y1) with a path coefficient of pyly2 =
0.359 and p-value = 0.000. So, the third hypothesis is proven.

H4 = transformational leadership (X4) positively affects employee retention (Y1) with a path coefficient px3yl =
0.185 and p-value = 0.013. So, the fourth hypothesis is proven

H5 democratic leadership (X1) positively affects employee performance (Y2) with the path coefficient px1y2 =
0.213 and p-value = 0.028. So, the fifth hypothesis is proven.

H6 transformational leadership (X4) has a negative effect on employee performance (Y2) with a path coefficient
of px4y2 =-0.009 and p-value = 0.000. So, the sixth hypothesis is proven.

H7 employee retention (Y1) affects employee performance with a path coefficient pyly2 = 1.018 and p-value =

0.000.

Model Fit Testing

At the stage of testing the model's suitability, there are five types, among others, by looking at the coefficient of

determination (R square), f square, q square, and the standardized root mean square residual (SRMR). In this paper,
researchers only used two model fit tests: R square and SRMR. The initial stage of testing the suitability of the model
is to determine the value of the coefficient of determination (R square). The results of calculating R2 are shown in
Table 2 below.

Table 2. Model Fit Test (R-square)

R-square Adjusted R-square

Employee Performance (Y2) 0.877 0.874
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Employee retention (Y1) 0.641 0.633

Source: Processed data for 2023

Table 2 shows that the model fit test with the R-square test shows a significance level of 0.641 or 64% in the Y1
variable. This means that the percentage value of the influence of exogenous variables, namely democratic leadership,
autocratic leadership, laissez-faire leadership, and transformational leadership as exogenous variables on the
endogenous variable of employee retention is 64%. Next is still in Table 6, that the model fit test with the R-square
test shows a significance level of 0.877 or 87% in the Y2 variable. This means that the percentage value of the effect
of the endogenous variable, namely employee retention, on another endogenous variable, namely employee
performance, is 87%.

Table 3. SRMR Test

IndexFit Fit Criteria Marginal Fit Criteria Results
Standardized Root Mean Square Residual
(SRMR) <0.08 0.08 -0.09 0.082

Source: Processed data for 2023

The value that describes the model's mismatch based on the residuals is the SRMR value. Therefore, the model is
better and more accurate with a smaller SRMR value. If the SRMR value is 0.08, the model is considered to be fit; if it
is between 0.08 and 0.10, the model is said to be marginal; and if it is more significant than 0.10, the model is said to
be wrong (unsuitable). Given that the model fit is marginal and acceptable, Table 3's SRMR value of 0.082, which
falls between 0.08 and 0.10, indicates.

3.2 Discussions

After testing the relationship between indicators and latent variables, testing the relationship between latent
variables, and testing the model's fit, a final model that fits simultaneously has been found. As explained above,
indicator testing has implications for the issuance of indicators X1.6, X1.7, X1.8, X1.9, X2.1, X2.2, X2.3, X2.5, X2.6,
X3 .4, X3.5 of the variables Democratic Leadership (X1), Autocratic Leadership (X2), Laissez Faire Leadership (X3),
Transformational Leadership (X4), Employee Retention (Y1), Employee performance (Y2). Then, the process of
finding the final model that fits simultaneously brings implications for all hypothesized models that can be accepted.

1. The democratic leadership style tends to increase employee ambition and motivation and promote employee
identification and retention within the organization. They further argue that because employees are involved in
decision-making, delegating, and planning within the organization, they tend to be more realistic about
organizational needs (ibid). The model compatibility test results prove a positive influence relationship from the
democratic leadership variable (X1) on employee retention (Y1). This influence can be seen through the
magnitude of the influence of 0.139. This proves that by implementing a democratic leadership model that
emphasizes the open nature of superiors and subordinates.

2. According to Karamat A [8] the autocratic leadership is helpful in emergencies and can work in a crisis or as a
last resort with problem employees. However, it has the most negative impact on the overall organizational
culture. In this style, decision-making is centralized in the hands of the leader, which does not encourage the
participation of subordinates (ibid). The model compatibility test results prove a positive influence relationship
from the autocratic leadership variable (X2) to employee retention (Y1). This influence can be seen through the
magnitude of the influence of 0.259. This proves that by applying the autocratic leadership model in the
organization, employees will feel they have the will to survive because of clear directions at work.

3. Lewin, K [9] explains that the laissez-faire leadership style negatively and positively affects organizations. Alan
[1] argues that leadership style can only be beneficial if team members manage their time correctly and have the
knowledge, skills, and motivation to do their job effectively. The results of the model compatibility test prove
that there is a relationship between the influence of the leadership variable laissez faire (X3) on employee
retention (Y1). The magnitude of the influence of the influence can be seen through the magnitude of the
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influence of 0.359. This proves that a leadership model that gives freedom to employees in the organization will
foster a willingness to survive employees.

4. Empirically demonstrated that transformational leadership can move followers to exceed expected performance
and lead to high levels of follower satisfaction and commitment to the group and the organization Nwokocha, 1.,
& Theriohanma. EBJ [10]. The model compatibility test results prove a relationship between the influence of the
transformational leadership variable (X4) and employee retention (Y1). The magnitude of the influence of the
influence can be seen through the magnitude of the influence of 0.185. This proves that the existence of a
leadership model that gives freedom to employees and dynamically follows the development of the times or
needs within the organization will foster the will to survive employees.

5. In the views of Sekaran, U [11] a democratic leadership style tends to foster responsibility, flexibility, and high
morale, which will impact improving employee performance. The model compatibility test results prove a
relationship of influence from the democratic leadership variable (X1) on employee performance (Y2). The
magnitude of the influence of the influence can be seen through the magnitude of the influence of 0.213. This
proves that the willingness of employees to stay in the organization (employee retention) will foster a willingness
to improve employee performance.

6. By definition, Transformational Leadership is a leader who can stimulate and inspire employees to achieve
extraordinary results and, in the process, develop the leadership capacity of each employee Sekaran, U., &
Bougie, R [12]. Transformational leadership can have an impact on employees and even on the performance of
the organization itself. The model fit test results prove a negative influence relationship from the
transformational leadership variable (X4) on employee performance (Y2). The magnitude of the influence of the
influence can be seen through the magnitude of the influence of -0.009. This proves that the existence of a
transformational leadership model does not provide a consistent effect and has a weak impact on improving
employee performance.

7. Swarup, B [13] interprets that employee retention means retaining the employee members who want to be
retained and not losing them from the organization, for whatever reason, but especially because of competitors.
Therefore, leadership ability in the organization is essential to retain its best employees and, hence, maintain
lower turnover. Organizations need to have the right people with the right skills and abilities in place at the right
time. An organization can achieve this by adopting various employee retention strategies. The model
compatibility test results prove a negative influence relationship from the employee retention variable (Y1) to
employee performance (Y2). The magnitude of the influence can be seen through the magnitude of the influence
of 1.018.

AUTHORS' CONTRIBUTIONS

Zervas, C. & David, L [14] explains that performance is a condition that must be known and confirmed by
certain parties to determine the level of achievement of an agency's results associated with the vision carried out by an
organization or company and to know the positive and negative impacts of an operational policy.

The model compatibility test results prove a negative influence relationship from the employee retention
variable (Y1) to employee performance (Y2). The magnitude of the influence of the influence can be seen through the
magnitude of the influence of 1.018. This proves that employees are willing to stay in the organization, providing a
consistent influence and having a solid impact on improving employee performance. The influence of
transformational leadership on employee performance is 87%, explaining that employee retention is a solid supporting
factor in increasing employee performance.
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