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Abstract

This study aims to find out, analyze and measure the direct and indirect influence of leadership and
competence on the performance of local governments with innovation as a mediation variable. The total
sample in this study was 486 respondents. The data were tested using SEM PLS by combining models
formatively and reflectively. Performance Measurement in this study is different from what has been done
before because it uses measurement indicators formatively. The results of the seven hypotheses proposed
obtained the result that five hypotheses were accepted and two hypotheses were declared rejected. The
hypotheses rejected are the direct influence of leadership and on innovation, as well as the indirect
influence of leadership on the performance of local governments through innovation. This research has
supported previous research that although the method of measuring the performance of local governments
is different from before, it is still found that the performance of local governments is still based on outcomes.
The results showed that the variable that has the greatest direct influence is innovation but innovation is
not able to mediate the indirect influence of leadership on the performance of local governments. However,
innovation is able to mediate the influence of competence on the performance of local governments. The
results of the study refute the influence of leadership on innovation, although it is said that innovation
depends on the ruler but this cannot be proven because innovation depends on the budget and rigidity of
the local government bureaucracy.

Keywords: Competence; Innovation; Leadership; Local Government Performance.

INTRODUCTION

Measuring government performance is still a hot topic to talk about around the world. This
is an interesting part for researchers to conduct research on the performance of local
governments. This research will apply a more comprehensive approach than other
studies by exploring problems related to measuring local government performance by
combining indicators based on government regulations and management theory in
general and modifying measurements formatively and reflectively on the indicators used.

Since its inception performance measurement is used for administrative purposes such
as retention, dismissal, promotion and salary administration (Nastiti et al.,, 2021)
(Manajemen et al., 2020).
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This concept was moved from private to public institutions and in recent decades has
become a broader and more important issue under public sector reforms (Tampubolon,
2020). An effective performance management system is used as a strategic tool to
influence internal changes and to achieve desired results and high-performance
organizations (Moussa et al., 2018a).

In large organizations such as public institutions, the system must be institutionalized and
needs to be supported by all managerial levels but the concept of performance
management has undergone many changes (Moussa et al., 2018b).

Padang Lawas Utara (Paluta) Regency, North Sumatra Province is one of the regencies
whose position is very strategic in terms of social, economic and political interests. As a
district that should be developed both the quantity of its development and the quality of
community resources.

Based on the accountability statement report of the regional government of Padang
Lawas Utara (Paluta) Regency, North Sumatra Province in 2019 and 2020, there were
many weaknesses so that they could not meet the implementation of development evenly
and the implementation of optimal government as expected by the community. The
performance achievements of the local government of Padang Lawas Utara Regency
(Paluta) of North Sumatra Province, which includes mandatory affairs and elective affairs,
are still found to be deficient in the realization of achievements in various sectors.

Organizational theory states that effective leadership is the most important contributor to
the success of overall organizational performance (Pujiono et al., 2020). Leadership
theories are a bridge to help bureaucratic leaders develop their leadership styles that are
adjusted to the level of maturity of their subordinates in order to improve the performance
given to the public (Riyanto, 2020). This opinion indicates that in public organizations,
effective leadership is needed in the implementation of leadership and in terms of
programs must have been designed based on the achievements of the vision and mission
that have been set.

In addition, the achievement of goals in the organization also depends on the type of
innovation used and one of the main factors that are often considered to have an impact
on innovation is leadership (Riyanto, 2020). A review of the innovation literature from the
perspective of public sector innovation shows that in every organization, an innovative
culture must be supported by individuals in power (Kattel et al., 2018).

Some studies show employees who behave innovatively are highly dependent on their
competence and interaction with others and on environmental contextual factors in
organizations (Sulaymonov & Du, 2020). All contextual factors affecting employees work
environment, leadership has been recommended as one of the important factors for
achieving the effectiveness of individual and organizational innovations (United Nations
Economic Commission for Europe, 2017).

The measurement of performance in local government rests on the potential value of the
measure to three audiences, namely local government managers, elected officials and
citizens. Basically, measuring results is more difficult than measuring output; therefore,
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some local governments use more output measures (efficiency) than results
(effectiveness) (Ledford, E and Benjamin, 2018) (Ateh et al., 2020).

A leader is considered still the most crucial factor in increasing innovation and creativity
(Pujiono et al., 2020). A leader is someone who is able to influence other individuals to
work collaboratively to achieve significant results, besides that they are also someone
who is able to understand the characteristics and ethical values held by their subordinates
so that they can increase their productivity and commitment (Yuhertiana & Fatun, 2020).

(Moussa et al., 2018a) argue that, the small number of innovations carried out in the
public sector is most likely due to the fact that there is still little understanding of how
innovations in public sector organizations actually take place.

Moreover (Arundel et al., 2019) in their article stated that successful innovations will not
be able to develop in the traditional bureaucratic model.

Many researchers have tried to define the concept of innovation particularly in the public
sector but there has been no consensus on what innovation is. In addition, leadership
behaviour and competencies possessed are expected to increase innovation in the public
sector still remain ambiguous, and have implications for government or public
performance remain ineffective and efficient.

Based on the theoretical description above, a conceptual framework is built which is
depicted in the scheme below:

% Leadership (X1 H3\/\

H6
Local Gov. Perf
Innovation (Y) H5 > )
H7

H2 H4
Competence

(X2)

Fig. 1: Conceptual Framework

METHOD

The approach used in this research is a quantitative research approach that emphasizes
the testing of theories or concepts by measuring variables and analyzing data through
statistical procedures with the aim of strengthening the hypothesis so that in the end it
can help in strengthening old theories or the formation of new theories.

Oct 2023 | 96



Jilin Daxue Xuebao (Gongxueban)/Journal of Jilin University (Engineering and Technology Edition)

ISSN: 1671-5497

E-Publication: Online Open Access

Vol: 42 Issue: 10-2023

DOI: 10.5281/zenodo.10017461

Table 1: Variable Operational Definitions

No. | Variable Definition Indicator
1. Local the level of efficiency and effectiveness | 1. Input
Government and innovation in achieving goals by the | 2. Output
Performance (Z) | organization, as well as an illustration of | 3. Outcome
the extent of the success or failure of | 4. Benefit
the implementation of the main tasks | 5. Impact
and functions of the agency in
achieving the goals, vision, mission that
have been previously set
2. Innovation (Y) one of the mechanisms of an institution | 1. New Service
to adapt in a dynamic and sustainable | 2. Innovation Process
environment, through efforts to create | 3. Innovation Administratio
new ideas, new ideas and offer | 4. Innovation system
solutions that can solve problems more | 5. Innovation Conceptual
effectively and efficiently 6. Change radical change in

Rationality

3. Leadership (X1)

a process to influence others to
understand about the effective
implementation of tasks, a process to
facilitate individuals and groups in
achieving common goals, and ensuring
that everything is well prepared to face
future challenges

. System Oriented

. Value Oriented

. Oriented to the
implementation of Leadership

WN -

4. Competence (X2)

the inside and forever is on one's
personality and can predict behavior
and performance broadly in all
situations and job tasks

. Values

. Ethics

. Strategic thinking

. Engagement

. Management Excellence

abhwiNPE

Source: Author by Selection

The population in this study is the total number of Civil Servants of Padang Lawas Utara
Regency which amounted to 3,824 with samples drawn based on Non Probability
Sampling using the Purposive Sampling method(Dr. Sandu Siyoto, SKM, M.Kes, M. Al
Sodik, 2015) total 588 civil servants having echelon / Structural positions in echelon Il
and Il and echelon IV which are considered representative.

This study used quantitative methods with partial least square (PLS) analysis tools
(Chege et al., 2019). Quantitative testing is carried out to test field data taken based on
theoretical and empirical studies, test the validity and reliability of the relationship of
indicators and latent variables (outer model or measurement model), and the relationship
between variables which ends by testing the research hypothesis (inner model or

structural model).

Oct 2023 | 97



Jilin Daxue Xuebao (Gongxueban)/Journal of Jilin University (Engineering and Technology Edition)
ISSN: 1671-5497

E-Publication: Online Open Access

Vol: 42 Issue: 10-2023

DOI: 10.5281/zenodo.10017461

Quantitative analysis using a hierarchy component model with the stages of the process
as shown in Figure 2 below:

\\/ m

Fig. 2: Hierarchy Component Model
RESULTS

The number of questionnaires distributed was 562 questionnaires. However, the
Questionnaires that met the criteria for analysis were 486 questionnaires with a total of
76 defective questionnaires. Thus the number of respondents in this study was 486
respondents with the percentage rate of respondents for this study was 86.48%.

A. Outer Model

In the Outer Model measurement, researchers use a combination of Formative Indicators
in the measurement of Local Government Performance (Z) and Reflective Indicators on
the variables Innovation (Y), Leadership (X1) and Competence (X2).
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The outer model measurement scheme can be seen as shown in figure 3 below:
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Fig. 3: Full Model Bootstrap Results

In the Local Government Performance Variable (Z), the outer model evaluation is carried
out by Bootstrapping. The result is known that the outer weight value for the indicator is
known from Bootstrap, which is looking at the T-Statistic value, as in table 2 below:

Table 2: Formative Indicators of Local Government Performance (2)

Indicator | Outer Weight Sig. VIF Loading Factor | Conclution
Z1 0,111 0,025 2,590 |0,734 Significant
Z.2 0,024 0,640 2,439 | 0,705 Not Sig.
Z.3 0,083 0,134 3,084 |0,819 Not Sig.
Z4 0,237 0,000 3,239 | 0,856 Significant
25 0,004 0,955 2,767 | 0,796 Not Sig.
2.6 0,254 0,000 2,634 | 0,855 Significant
z7 0,149 0,005 1,849 | 0,653 Significant
2.8 0,086 0,038 1,594 | 0,556 Significant
Z.9 0,096 0,098 2,289 | 0,741 Not Sig.
Z.10 0,232 0,000 2,498 | 0,825 Significant

Source: Researcher, data processed (2022)

From the bootstrapping results obtained the indicator value Z.1; Z.4; Z.6; Z.7, Z8 and Z.10
are significant which are characterized by outer weight values greater than 0.05 and sig
values< 0.05. However, the outer weight indicators Z.2; Z.3; Z5 and Z.9 are insignificant
because they are smaller than 0.05 and the sig value > 0.05. According to (Sarstedt et
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al., 2020) the significance of the weight of the measurement item (weight) has the
following provisions:

a) If the weight is significant then the measurement item is still included in the model.

b) If the weight is insignificant, but the Loading Factor (LF) > 0.5, it is still included in
the model

c) If the weight is not significant but the Loading Factor (LF) < 0.5 then the indicator is
omitted in the model.

The results of processing some of the above indicators, although Z.2; Z.3; Z5 and Z.9 are
not significant because they are smaller than 0.05 and the sig value > 0.05 but the
indicator has a Loading Factor value of > 0.5 and a VIF value of < 5 so that the indicator
can still be used.

Validity testing for reflective indicators uses the correlation between the values of the
indicators and the values of their variables. The evaluation begins by looking at the validity
indicator indicated by the value of the loading factor (A), if the value of the loading (A) 20.6
then the indicator is said to be valid and vice versa.

From the results of processing the first loading factor, a value smaller than 0.6 was
obtained, namely in the X1.5 indicator; Y11; Y12 Y8 and Y7 so this indicator is discarded.

The second loading factor test obtained results as shown in figure 3 below:
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Fig. 4: Testing outer models
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Convergent Validity Test

After summarizing and reducing the indicators, the next stage is to test the reliability of
the construct.

Table 3: Variable Reliability

Cronbach’s Rho A Composite Average Varian
Alpha — Reliability Extrated
Leadership (X1) 0,868 0,874 0,905 0,656
Competence (X2) 0,943 0,943 0,951 0,660
Innoovation (Y) 0,931 0,934 0,943 0,677
Local Gov. Performance (2) 1,000

Source: Researcher, Processed Data (2022)
B. Structural Model Evaluation (Inner Model)
For the evaluation of the Inner model can be seen in figure 5 below:

Xz X210 x4 X215 X21B X9
Fig. 5: Inner Model

Q-Square Predictive Relevance (Q ?)

Goodness of fit models are used to determine the magnitude of the ability of endogenous
variables to explain the diversity of exogenous variables or in other words to know the
magnitude of the contribution of exogenous variables to endogenous variables.
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Table 4. Predictive Q Square Test Results

Variable R?
Local Governance Performance (Z2) 0,687
Innovation (Y) 0,299

Q?=1-[(1-R1? (1-R279)]
Q?=1-[(1-0.687) (1-0.299)] =0.781

Source: Researcher, Data processed (2022)

Table 4 shows that the Q2 value is 0.781 or 78.1% which indicates that the model's ability
to predict the influence of leadership, competence and innovation on the performance of
local governments was 78.1% while others were influenced by other variables that were
not studied in this study.

Hypothesis Testing

The next step is to test the parameters for the structural model with the hypothesis used
is:

HO: Bij=0 H1: Bij#0
And the results of hypothesis testing can be seen in table 5 below:
Table 5: Hypothesis Testing Results

. Original t- P- .
Hypothesis Sample statistik | value Conclution

H1 | Leadership (X1) — Innovation (Y) 0,099 1,401 0,162 Rejected

H2 | Competence (X2) — Innovation (Y) 0,464 6,452 0,000 Accepted

H3 | Leadership (X1) local government 0.239 3.959 0,000 Accepted
performance — (Z)

H4 | Competence (X2) — Local Government 0544 8.821 0,000 Accepted
Performance (Z)

H5 | Innovation (Y) — Local Government 0.420 8.807 0,000 Accepted
Performance (Z)

H6 | Leadership (X1) — Innovation (Y) — Local 0,042 1,332 0.183 Rejected
Government Performance (2)

H7 | Competence (X2) innovation — (Y)local 0.195 5.384 0,000 Accepted
government performance — (Z)

Source: Researcher, Data processed (2022)

The results of data processing show that H1 and H6 are rejected because the resulting
statistical value is smaller than 1.96. While H2, H3, H4, H5 and H7 are accepted because
they have a value greater than t table.

DISCUSSION

Based on the results of the measurement model test / the results of the Structural
Equation Modelling (SEM) PLS analysis, it was obtained that the leadership variable did
not have a significant effect on innovation. The leadership carried out by the Regent and
Head of regional apparatus organizations (RAO) has been able to create working
conditions and maintain the quality of service to the community and stakeholders.
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Although the leadership of the Regent and Head of regional apparatus organizations
(RAO) has not been able to fully create employee ideas and innovations, especially in the
application of improving service quality and implementing main duties and functions in
the context of implementing the Electronic-Based Government System (SPBE) in
implementing the industrial revolution of the current 4.0 era. This has been seen in
accordance with the test results that state that reject the first hypothesis so that it can be
stated that leadership has no significant effect on innovation.

The lack of maximum realization and implementation of innovations in running the
Electronic-Based Government System (SPBE), especially in the field of community
services, is not due to employee factors but due to other supporting factors / external,
namely the number of blank spot areas / areas in North Padang Lawas Regency that
cannot be reached by telecommunications networks and the internet, especially the
northern part because topographically it is still a hilly and valley area.

Another factor is the lack of budget in the Regional Apparatus Organization (RAO) to
budget for innovation activities and or activity programs to create applications that aim to
facilitate administrative and bureaucratic servants, this happens because of the lack of
operational budgets, especially since the Covid-19 pandemic, many budgets have been
plotted for handling and preventing Corona 19 so that the operational budget of Regional
device organizations (RAO) is refocused a lot (cut and cut and cut re-budgeted) for the
handling of Covid-19.

As explained about the competency variables in the second hypothesis, the competence
in the North Padang Lawas Regency Government will be stronger, running and can be
applied well if it focuses on Ethics, especially if the Regent and Head of the Regional
Apparatus Organization (RAO) can set a good example in carrying out duties and
responsibilities and provide a good example in the implementation of organizational
management in the North Padang Lawas Regency Government in general. and in each
Regional Apparatus Organization (RAO) in particular while still facilitating the work
environment to increase innovation in services and be able to develop and communicate
the objectives of achieving the vision and mission of the Regional Government.

The relationship between innovation and the performance of local governments, then that
the innovation factor through the system is the most dominant indicator in reflecting the
innovation variables in order to improve the performance of local governments, the most
dominant item reflects on capacity building in employees, especially by providing
opportunities for employees to innovate in carrying out their respective main duties and
functions, especially in developing breakthroughs for improvement.

Organizations and those directly related to community services that are expected to be
able to create good local government performance in accordance with the wishes of the
community and also in accordance with the objectives stated in the vision and mission of
the local government.
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CONCLUSIONS AND RECOMMENDATIONS
Conclusions

Of the seven hypotheses proposed, two hypotheses were rejected, namely the direct
influencer of leadership on innovation, and the indirect influence of leadership on the
performance of local governments through innovation. Meanwhile, the other five
hypothesis were declared accepted.

The local government performance model in this study uses a different indicator
measurement system from previous studies. In this study, the performance model is
formative referring to inputs, outputs, outcomes, benefits and impacts, while the previous
study used a reflective indicator measurement model (Ateh et al., 2020)(Alrowwad et al.,
2020)(Sugiyanto & Santoso, 2018). However, the results of measurements on loading
factors that have the greatest influence on this study are the outcomes, namely in the
performance reports of local governments. This proves that measuring results is more
difficult than measuring output as stated by (Ledford, E and Benjamin, 2018)(Ateh et al.,
2020) this proves that the performance of local governments in Paluta is still based on
outputs.

Recommendations

Future researchers who want to develop this research to be able to conduct research on
the performance of local governments in order to reach a wider area by proportioned
sampling so that all regions canThis research examines the influence of innovation as a
mediating variable for the influence of leadership on the performance of local
governments, with insignificant results, future research can retest using different
indicators or replace with other variables be represented and the number of samples will
be larger. By doing so, more accurate results will be obtained.

References

1) Alrowwad, A., Abualoush, S. H., & Masa’deh, R. (2020). Innovation and intellectual capital as
intermediary variables among transformational leadership, transactional leadership, and
organizational performance. Journal of Management Development, 39(2), 196-222.
https://doi.org/10.1108/JMD-02-2019-0062

2) Arundel, A, Bloch, C., & Ferguson, B. (2019). Advancing innovation in the public sector: Aligning
innovation  measurement  with  policy goals. Research Policy, 48(3), 789-798.
https://doi.org/10.1016/j.respol.2018.12.001

3) Ateh, M. Y., Berman, E., & Prasojo, E. (2020). Intergovernmental Strategies Advancing Performance
Management Use. Public Performance and Management Review, 43(5), 993-1024.
https://doi.org/10.1080/15309576.2020.1736588

4) Chege, S. M., Wang, D., Suntu, S. L., & Bishoge, O. K. (2019). Influence of technology transfer on
performance and sustainability of standard gauge railway in developing countries. Technology in
Society, 56, 79-92. https://doi.org/10.1016/j.techsoc.2018.09.007

5) Dr. Sandu Siyoto, SKM, M.Kes, M. Ali Sodik, M. (2015). Buku Metode Penelitian Kualitatif dan
Kuantitatif (Issue April).

6) Kattel, R., Cepilovs, A., Lember, V., & Tonurist, P. (2018). Indicators for public sector innovations:
Theoretical frameworks and practical applications.  Halduskultuur, 19(1), 77-104.

Oct 2023 | 104



Jilin Daxue Xuebao (Gongxueban)/Journal of Jilin University (Engineering and Technology Edition)
ISSN: 1671-5497

E-Publication: Online Open Access

Vol: 42 Issue: 10-2023

DOI: 10.5281/zenodo.10017461

7

8)
9)

10)

11)

12)

13)

14)

15)

16)

17)

18)

19)

https://doi.org/10.32994/ac.v19i1.208

Ledford, E and Benjamin, S. (2018). Performance Feedback Culture Drives Business Impact. Center
for Effective Organizations, August, 41. https://ceo.usc.edulffiles/2018/07/Performance-Feedback-
Culture-Drives-Business-Performance-i4cp-CEO-002.pdf

Manajemen, M. P., Mahasiswa, E., Universitas, D. |., & Padang, N. (2020). Juni 2020.

Moussa, M., McMurray, A., & Muenjohn, N. (2018a). A Conceptual Framework of the Factors
Influencing Innovation in Public Sector Organizations. The Journal of Developing Areas, 52(3), 231—
240. https://doi.org/10.1353/jda.2018.0048

Moussa, M., McMurray, A., & Muenjohn, N. (2018b). Innovation in public sector organisations. Cogent
Business and Management, 5(1), 1-12. https://doi.org/10.1080/23311975.2018.1475047

Nastiti, R. D., Pujiningsih, S., & Wardoyo, C. (2021). Hegemony Of Performance Accountability
Systems Of Government Intitutions In Malang : An Ideology Perspective. 6(1), 1037—-1050.

Pujiono, B., Setiawan, M., Sumiati, & Wijayanti, R. (2020). The effect of transglobal leadership and
organizational culture on job performance - Inter-employee trust as Moderating Variable. International
Journal of Public Leadership, 16(3), 319-335. https://doi.org/10.1108/ijpl-11-2019-0071

Riyanto, S. (2020). Improving Employee Performance Through Implementation of Transformational
Leadership Style, Organizational Culture Improvement and Motivation. International Journal of
Advanced Research, 8(7), 1473-1482. https://doi.org/10.21474/ijar01/11413

Sarstedt, M., Ringle, C. M., & Hair, J. F. (2020). Handbook of Market Research. In Handbook of Market
Research (Issue September). https://doi.org/10.1007/978-3-319-05542-8

Sugiyanto, S., & Santoso, D. (2018). Analisis Pengaruh Kompetensi, Sarana Pendukung Teknologi
Informasi Dan Kepuasan Kerja Sebagai Variabel Intervening Terhadap Kinerja SDM. Jurnal Riset
Ekonomi Dan Bisnis, 11(1), 76. https://doi.org/10.26623/jreb.v11i1.1078

Sulaymonov, A., & Du, W. (2020). Barriers and influencing factors for open innovation based on
literature review and survey. International Business School of Haag, The Netherlands, June, 1-15.

Tampubolon, M. P. (2020). Change Management Manajemen Perubahan: Individu, Tim Kerja
Organisasi.

United Nations Economic Commission for Europe. (2017). Innovation in the Public Sector: Country
Experiences and Policy Recommendation. In United Nations.
http://ir.obihiro.ac.jp/dspace/handle/10322/3933

Yuhertiana, 1., & Fatun, F. (2020). Performance-Based Budgeting in Public Sector and Managerial
Performance with Leadership as Moderating Variable. International Journal of Service Management
and Sustainability, 5(1), 177. https://doi.org/10.24191/ijsms.v5i1.9865

Oct 2023 | 105



