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ABSTRACT

This research aims to analyze the performance of investment manager representatives influenced by
leadership and competence and mediated by work discipline. The research population is the Investment
Manager Representatives in Indonesia. The sampling technique uses the Slovin method to obtain 165
samples. This research uses primary data. The data collection uses surveys and questionnaires. The
analytical method used to analyze the data is a structural equation model (SEM/Structural equation
modeling). The hypothesis testing findings show that (1) transformational leadership significantly and
positively influences work discipline; (2) competence has a significant effect on work discipline; (3)
transformational leadership significantly and positively affects performance; (4) competence has a
significant and positive effect on performance, and; (5) work discipline significantly and positively
influences the performance.

Keywords: employee performance, investment manager representatives, transformational leadership,
competence, work discipline

INTRODUCTION

The company’s establishment aims to achieve or obtain maximum profits for its owner, maintain its
survival, and realize community welfare as a social responsibility. However, to achieve these goals, the
company must carry out its functions properly in finance, marketing, human resources, and operations. A
good and stable performance is vital for consumers, employees, government, and suppliers. The suppliers
include creditors and investors as the funds’ sources (Puspitaningtyas, 2018). Based on the Financial
Services Authority Regulation Number 17 of 2022, an investment manager manages securities portfolios for
customers or collective investment portfolios for a group of customers, except for insurance companies,
pension funds, and banks which carry out business activities based on statutory provisions. The companies
that run these business activities have the names Investment Management, Investment Management, or
Asset Management. Some examples are Danareksa Investment Management, Panin Asset Management,
Mandiri Investment Management, and Manulife Asset Management. The permitted companies are
Investment Managers (MI), while permits for personnel working in them are called Investment Manager
Representatives (WMI). The Financial Services Authority is the only agency that permits Ml and WMI. The
process is not simple. There is a series of fit and proper tests for ensuring that the permit recipients have
good ability and strong integrity.

Leadership strongly influences the success and failure of an organization (Thoha, 2004). Leaders with a
transformational style will provide increased performance in the companies they lead (Nafila & Utomo,
2017). In this case, the transformational leadership model plays a role in every organization.
Transformational leadership reflects an ability to inspire and motivate subordinates to achieve better results
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than initially planned and for internal rewards. This includes developing closer relationships between
leaders and followers. It is not just about agreements but more about trust and commitment (Zhu and
Avolio, 2004). Leaders have the privilege of influencing subordinates. Based on their desires, the leaders
can spread positive influence, set an exemplary example to subordinates, provide inspiration, create progress
for the company, guide them to develop and grow optimally, think creatively, and invite them to have
stronger loyalty (Pebriyanto & Utomo, 2022). Besides leadership, another thing that matters is competence.
Competence can sharpen and broaden work capabilities. Someone who works on the same job for a long
time will have better skills and be faster to get his job done. Those who have managed different tasks will
also have richer and broader work experiences that allow for improved performance (Simanjuntak, 2005).
Competence shows the types of work a person has done and provides more opportunities for him to get a
better result. Broader work experiences mean more skills than someone possesses at work. He can also
create better patterns and attitudes in acting to achieve the goals set (Abriyani, 2004).

Competence influences performance. Individuals with high competence in knowledge, skills, and abilities
(based on the positions they are holding) will always be motivated to work effectively, efficiently, and
productively. This is because the competence possessed can make them more skillful in managing the tasks
assigned. It should be that competent individuals will improve the organizational performance. The
competence level of the investment manager employees reflects the status, recognition, and fulfiliment of
needs in society. Therefore, in managing their competence, the investment manager employees must have
applicable policies to prevent enthusiasm and performance decrease. Work discipline can also affect
individual performance. Low work discipline can run in the phenomena that arise among Investment
Managers. There might be a lack of understanding of existing regulations. This issue will trigger different
perceptions, leading to a lack of individual awareness to comply with applicable regulations in the capital
market and a lack of responsibility towards work. Unstable working conditions will lead to absenteeism,
resulting in decreased work performance.

The Investment Managers do not yet show optimal leadership, competency, and individual work discipline.
Therefore, they have not been able to carry out their function to manage the portfolio optimally and have not
played a significant role in running business activities in the capital market. These problems and complaints
can reduce work productivity and high individual turnover. This causes a decrease in organizational
productivity.

METHODS

This research uses descriptive and inferential analysis using structural equation modeling (SEM/Structural
equation modeling). SEM examines causality hypotheses directly and indirectly on the observed variables or
constructs. It is also to check indicators that contribute to construct formation. The next step is determining
the number of samples using the Slovin rule. The tolerance value is 7%, so the magnitude and causality
relationship among the observed variables or constructs becomes more informative, complete, and accurate.
The data collection process uses a survey technique questionnaire (Sanusi, 2011). The research takes place
at 5 (five) of the best investment managers in Indonesia in Jakarta, with 165 investment manager
representatives as respondents.

e ANALYSIS RESULTS
Results of Structural Equation Modeling (SEM) Analysis

Confirmatory Analysis of Exogenous and Endogenous Variables

Table 1 Factor Loading Indicators on Exogenous and Endogenous Variables

Variable Indicator Factor Loading
1. Exogenous
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Idealized influence (X, ) 0,814
Transformational leadership|Inspirational motivation (X,,) 0,802
(X9) Intellectual stimulation (X ) 0,791
Individualized consideration (X, ,)|0,773
Motives (X,4) 0,690
Traits (X,,) 0,642
8? r;Ipetence Self-concept (X,,) 0,702
2 skill (X,,,) 0,764
Knowledge (X,z) 0,900
2. Endogenous
Obediance to the rules (Y, ,) 0,804
Presence (Y,) 0,750
Work Discipline (Y ) Responsibility (Y;5) 0,950
Punctuality (Y ,) 0,652
Work Result (Yc) 0,911
Quality of work (Y5,) 0,802
Quantity of work (Y,) 0,712
Performance (Y) Working time (Y,5) 0,933
Cooperation (Y,,) 0,981
Supervision (Y,c) 0,862
Source : Primary data, 2022

The idealized influence indicator has the highest factor loading value for exogenous variables for
transformational leadership. It is an indicator that contributes to transformational leadership. The
respondents stated that idealized influence is vital for growing transformational leadership. As for
knowledge competence, it contributes to observing an employee’s competency.

Responsible work is the endogenous variable with the highest factor loading value for work discipline.
Responsibility reflects the main contribution to work discipline. Meanwhile, performance can be reflected
by cooperation indicators. It means that responsibility and cooperation are two preferred indicators to
identify employees’ work discipline and performance.

Structural Model

Figure 1 presents the combination of exogenous and endogenous variable models in a standardized model.
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Figure 1 Full Standardized Model
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The structural equation model can systematically be written as follows:
Y, =0,294 KT+ 0,270 KOMP

Y, =0,261KT+ 0,233 KOMP

Y, =0144DK

where Y, is work discipline (DK), Y, is performace, X, is transformational leadership (KT) and X, is
competence (KOMP).

SEM Assumption Tests
o Normality test

The normality of the assessment value obtained on the skewness value (Z-value) is equivalent to the CR
value at a significant level table of 1% (+ 2.37). Based on the critical skewness value ratio in the assessment
of normality table, the CR value is 1.872. It is on the multivariate normality test for normally distributed
data distribution. In general, the research data can be a basis for further analysis.

o OQutlier

The outlier test in this research considers the value of the Mahalanobis distance at a significant level (P
<0.001) to Chi-Square (?2) in the degree of freedom of the number of indicators. The Mahalanobis distance

to the nineteen indicators of the research variables generates the value of ?2 (19; 0.001) of 43.820. The
results show that there is no value higher than 43.820, meaning no outliers in the research data.

e Multicollinearity and Singularity

The Multicollinearity test is identified by looking at the determinant value of the sample covariance matrix.
The results generate the determinant value of the sample covariance matrix of 217,000. It is much higher
than zero. Therefore, all the data used in this research are feasible for further analysis.

The Goodness of Fit Index

The goodness of fit index shows that the value of ?2 — Chi-Square (df = 146) is 107.549, lower than the
criterion (<175.198). Therefore, the value is good. The probability value is 0.809 (higher than 0.05). The
CMIN/DF value is 0.750 (lower than 2.00). The RMSEA value is 0.003 (lower than 0.08). The TLI value is
1.009 (higher than 0.95). The Chi-Square, Probability, CMIN/DF, RMSEA, and TLI values are included in
the good criteria, but the GFI value (0.897) is relatively lower than the criterion (0.90). However, it is
categorized as marginal. All values indicate that the structural model in this research has met the criteria of
Goodness of Fit Index, except for the GFI with a marginal value. Thus, the proposed model is accepted.

Hypothesis testing

Table 2 The Result of Hypothesis Test for Direct Influence

Variable Coef.|C.R. [P Information
Work gl Transformationall, g4l 644l 0og|significant
Discipline |"|leadership

Work ol competence  |0,270[2,421|0,010|Significant
Discipline
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Transformatioal
leadership

Performace|})Competence 0,234(2,287|0,023)Significant
Performace|3)Work Discipline |0,1442,033(0,041{Significant
Source : Primary data, 2022

Performace|f3 0,262|2,303|0,014{Significant

Table 2 shows the results of direct effect tests. The coefficient value of transformational leadership on work
discipline is 0.293, with a CR of 2.613 and a p-value of 0.006. This indicates that transformational
leadership significantly and positively affects work discipline. The competency coefficient on work
discipline is 0.270, with a CR of 2.421 and a p-value of 0.010. This shows that competence has a significant
effect on work discipline. The coefficient of transformational leadership on performance is 0.262, with a CR
of 2.303 and a p-value of 0.014. It shows that transformational leadership significantly and positively affects
performance. The competency coefficient on performance is 0.234, with a CR of 2.287 and a p-value of
0.023. This shows that competence has a significant and positive effect on performance. The coefficient
value is 0.144, with a CR of 2.033 and a p-value of 0.041. It means that work discipline significantly and
positively influences performance. Therefore, the results of statistical tests prove that transformational
leadership and competence have a significant and positive effect on work discipline. Transformational
leadership and competence have a significant and positive influence on performance, and work discipline
has a significant and positive effect on performance.

Table 3
Variable Regression Coefisien
- Direct Effect :
Exsogenous Mediation Endogenous Indirect Effect |Total
Coef. [Prob.

. 0,262 +
transformational . 0,293 x ’ _
leadership work discipline [performance 0,293 (0,006 0.144 = 0,042 0,042 =

0,304
0,270 x 0234+
Competence work discipline [performance 0,270 (0,010 |’ " 0,039 =
0,144 = 0,039
0,282
Source: Primary data, 2022

The direct effect of transformational leadership on performance is 0.262, and the total influence of
transformational leadership on performance through work discipline is 0.304. The direct influence of
transformational leadership on performance is 0.262, and the total effect of transformational leadership on
performance through work discipline is 0.304. It means that work discipline can be an intervening variable
that mediates transformational leadership on performance. The direct effect of competence on performance
is 0.234, and the total effect of competence on performance through work discipline is 0.282. Thus, work
discipline can be an intervening variable mediating competence on performance. These results provide
evidence that transformational leadership and competence positively and significantly affect performance
through work discipline. Transformational leadership in this model has a stronger influence (coefficient
value of 0.304) on performance through work discipline than competence.

DISCUSSIONS

Employees who can completely manage their jobs efficiently and effectively are those who have good job
performance. Transformational leadership can affect their performance reflected sequentially through
idealized influence, inspirational motivation, intellectual stimulation, and individualized considerations.
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This finding is in line with Bass et,.al (2005) and Humphreys (2002) who found transformational leaders
can change the value system of subordinates to achieve goals. Besides transformational leadership,
competence also influences employee performance (Gannon, 1979; Amstrong; et., al, 1998; Inayatullah &
Jehangir, 2012; Riva’i, V; et., al, 2005; Wibowo, 2007; Johnson & Elaine, 2006; Barinto, 2012). The core
competence includes knowledge, skills, self-concept, motives, and traits. Competence can also mean main
characteristics must be possessed by individuals so that they can achieve professional success (Kessler,
2011); (Judge, 2015). Besides influencing the performance of investment manager representatives,
transformational leadership and competence also affect the discipline. Leaders with good ideals and provide
motivation can strengthen their employees to be more responsible for their work. Meanwhile, those having
good knowledge and adequate skills and competencies make employees become individuals with a high
level of discipline. In another aspect, work discipline shows its role as a mediator of transformational
leadership and competence in improving the performance of investment manager representatives. This result
is similar to Utari (2015), Syahrial Nuryadin (2016), Permi (2017), Mulyani (2019), Ramli (2019), and Sari
et al. (2019). Work discipline can be described as responsibility, work results, obedience to regulations,
attendance, and timeliness. The work discipline system illustrates the implementation of behavior
modification for problematic or unproductive employees (Mathis & Jackson, 2002).

CONCLUSION AND RECOMMENDATION

Conlcusion

The analysis results show that individual competence can be seen from the individual ability to get things
done. It includes a combination of motivation and nature, self-image or social role, skills, and knowledge in
improving performance. Next, in terms of transformational leadership, improved performance is reflected in
the leaders who always encourage their subordinates to make the leaders role models, inspire subordinates
to focus on common goals, behaviors that seek to encourage subordinates’ attention and awareness of the
problems they face, and understanding and attention to the potential and capabilities possessed by each
employee. Work discipline includes high responsibility, better work results, obedience to regulations,
attendance, and punctuality. The results show that leaders can use work discipline to communicate with
employees. Therefore, they will be willing to change their underperforming behavior and increase
awareness to comply with all rules and norms that apply to Investment Managers.

Recommendations

The improvement of the investment manager representatives’ performance can be directly influenced by
competency and transformational leadership. To be more effective in improving performance, work
discipline should be a mediator for competence and transformational leadership to realize rapid impacts on
improving performance. The competency factor to consider for improving performance is traits. Meanwhile,
in transformational leadership, individualized consideration plays a vital role.

The variables used to look at performance in this study have been shown to have an influence, but other
variables outside this study are indicated to have an influence, so it is suggested that further research can
examine using other variables such as compensation and organization culture to obtain more diverse results
and work on existing theory. This study uses structural equation modeling, but it may be different if future
research conducts research using different methods or measurement tools such as multiple linear analyses.
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