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Abstract: This research investigates the positive relationship between leadership styles, high-
involvement human resource management practices, and individual employee performance. In
this study, we adopt servant, shared, and empowering leadership to explain leadership styles in
the digital era. We propose four hypotheses and design a research framework to be analyzed. We
develop a self-report questionnaire and distribute it online to three hundred targeted respondents,
and collect two hundred and seventy-six complete responses from November 2021 to January 2022.
This research applies a quantitative method, using structural equation modeling run by SPSS and
AMOS. The results reveal well-distributed data, and all the indicators of the three variables are valid
and reliable. The use of CFA confirms the indicators’ validity and reliability. The GoF analysis ensures
that the research model is feasible for SMEs. The hypothesis analysis shows the acceptance of H1
and H3, but the rejection of H2 and H4. Leadership styles positively affect individual employee
performance and high-involvement human resource management practices in SMEs operating in
Lubuklinggau. High-involvement human resource management is not a mediator of the relationship
between leadership styles and individual employee performance.

Keywords: leadership styles; high-involvement human resource management practices; employee
performance; small and medium enterprises; digital era

1. Introduction

Economic and social forces have changed the models, strategies, structures, and
processes of traditional business (Muafi et al. 2021). The new business opportunities related
to these developments reduce international development inequality (Tayibnapis et al. 2018),
local use and spatial effects (Mossberger et al. 2022), and encourage uniformity across
industries (Reuschke et al. 2022). Leadership and human resource management (HRM) are
crucial for companies using digital technology because of the transformation of human
capital due to technological development (Grigorescu et al. 2021). Business leaders and
HR managers are agents of digital change in the world of work. These leaders must
adopt effective styles in their leadership. They must serve, share, and empower their
employees. Credibility, competence, communication, coordination, and participation from
employees reflect the success of leadership styles in the digital era. At the same time, HR
managers must work with an appropriate approach to ensure the high performance of
their employees. They need to conduct dialogue-based and open HRM practices (HRMPs)
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to ensure acceptance from their employees. HR planning (HRP), training, compensation,
and occupational safety and health (OSH) are not separate from digital transformation
for companies.

Three leadership styles (LSs) for SMEs that are now emerging in the digital era are
based on service from leaders to employees, interaction between leaders and employees,
and empowerment from leaders to employees. These styles can be denoted as servant,
shared, and empowering leadership. Different leadership styles relate to HRM from
different perspectives. When servant, shared, and empowering leadership align with
digitization, their relationship with IEP is interesting to study. Leadership styles are related
to employee performance (Megawaty et al. 2022), as are HRMPs (Dela Crus and Cabaluna
2022). HRP, training, compensation, and OHS are HRMPs that are important and relevant
to study in the digital economy. The basic idea of high-involvement human resource
management practices (HIHRMPs) is to increase employees’ motivation by developing
their knowledge, skills, and abilities directly towards organizational issues (Rubel et al.
2016). HIHRMPs help employees to participate in the creation of attractive practices in
companies (Renkema et al. 2021). SMEs need IT skills to prepare their digital businesses and
resources (Wiliandri 2020). However, studies on the relationship between LSs, HIHRMPs,
and employee performance are difficult to find.

Researchers have investigated servant, shared, and empowering leadership in various
contexts, such as the digital economy and in small and medium enterprises (SMEs). For
example, we found more than sixteen thousand results when we entered the keywords,
“servant leadership, shared leadership, empowering leadership in the digital economy”, in
Google Scholar in mid-April 2022 (14 April 2022), and more than thirteen thousand results
appeared for the keywords, “servant leadership, shared leadership, empowering leadership
in SMEs”. However, these results were generally studies conducted in a compartmentalized
manner, offering no overarching measures to leaders seeking to apply a single leadership
style. Research results that combine servant, shared, and empowering leadership are rare in
various scientific journal databases, such as Scopus, Web of Science, PubMed, and Crossref,
especially for the digital economy and SMEs. Meanwhile, HRMP studies on companies
have not led to a viable approach that promotes dialogue and openness in these contexts.
They are limited to the investigation of the role of HRM in the digital economy and, vice
versa, the role of digitization in HRM.

Information technology (IT) expert Don Tapscott introduced the concept of the digital
economy in his book, entitled The Digital Economy in 1994: Promise and Peril in the Age of
Networked Intelligence (Teiusan and Deaconu 2021). Subsequently, Nicholas Negroponte
reintroduced it from the University of Massachusetts in 1995 (Narmanov 2022). Indonesia
has utilized technological developments over the last thirty years to enable all Indonesians
to become part of the digital economy in Southeast Asia (Barata 2019). One of the economic
effects is the increasing number of SMEs opening in Indonesia (Arief et al. 2021). These
businesses drive the Indonesian economy, making up 99.9 percent of the total companies in
Indonesia (Haryati et al. 2021). Furthermore, they drive digital change through their pursuit
of competitive advantages in the context of sustainable competition (Fachrunnisa et al.
2020) in the era of the Industrial Revolution 4.0, characterized by the application of digital
technology, big data, IoT, and robotics technology. The Indonesian government initiated a
strategic plan focused on SMEs. Its aims were to encourage their participation in building
the national economy, develop a roadmap of e-commerce based on the synchronization
of thirty-nine strategic initiatives across eight ministries, establish friendly foreign direct
investment policies to attract techno-based investment and strengthen the domestic base of
venture capital, facilitate access to funding, enable the digitization of SMEs and the rapid
growth of quality start-ups, and adopt pro-innovation policies (Ramli 2020). The large
population and the fragmented geography of Indonesia are good reasons for SMEs to adopt
e-commerce (Rahayu and Day 2017).

The adoption of digitization varies from using computers or the Internet to modern
technologies such as cloud computing or big data. It even involves business models based
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on digital products and services, or using elements from Industry 4.0 (Zimmermann 2016).
The Internet enables automation and coordination, communication and collaboration,
expands trade, creates jobs, and improves access to services (Falentina et al. 2021). Lubuk-
linggau is a city at the westernmost district level in South Sumatra province, Indonesia.
LSs and HIHRMPs for SME:s in this city are interesting to study. Based on data from the
Central Bureau of Statistics of Lubuklinggau accessed on 14 April 2022, more than five
thousand SMEs were operating in this city in 2020. The economy grew in 2021, with the
economic structure comprising construction, wholesale and retail trade, the repair of cars
and motorcycles, real estate, manufacturing, transportation, and warehousing industries.

This research aims to identify the positive effects of servant, shared and empower-
ing leadership styles on individual employee performance (IEP) mediated by HIHRMPs.
Researchers have widely studied the causal relationship between LSs, HRMPs, and EP.
However, it is rare to find research explaining this relationship in the context of the digital
economy. Although many studies discuss the relationship between LSs and HRMPs, they
are not in the context of the digital economy. When entering the keywords of leadership
styles, HRM, and digital economy into Google and Google Scholar in mid-April 2022, we
found that many research results focus on leadership and HRM in digitalization. However,
they did not relate to each other in this context.

After this introductory section, we describe the relationship between LSs, HIHRMPs,
and IEP in the literature review section. We propose four hypotheses regarding this
relationship that form the basis of the research framework in this section. The following
sections are the Methodology, Results and Discussion, and Conclusions. We describe the
data used and the process for collecting them, the types of statistical analysis used, and
the research instruments used in the methodology section. We present the Results and
Discussion sections separately for a more detailed understanding. Then, we conclude in
the context of the digital economy.

2. Literature Review

Amid an economy hit by the COVID-19 crisis, company leaders and managers must
think critically to maintain the performance of their employees. Researchers have proven
that the main challenges faced by SMEs in the time of COVID-19 include decreased cus-
tomer purchasing power, restrictions on interaction and working hours, shortages of raw
materials, cancellation of orders, cash flow difficulties, and supply chain disruption (Priy-
ono et al. 2020). Of course, this requires effective leadership styles and an effective approach
of HRM to realize employee performance.

2.1. LSs and IEP

Enterprise digitization involves the ability to convert existing products into digital
variants. This advantage is crucial for today and future competition. Over the past two
decades, this has challenged companies of all sizes and ages (Rossato and Castellani
2020). The digital era demands all employees in companies to work with high motivation,
productivity, and task performance. These three requirements represent IEP (Leroy et al.
2018; Marescaux et al. 2019; He et al. 2021). LSs and HRMPs have roles in meeting
these demands.

Greenleaf, 1970, introduced the concept of servant leadership (Winston 2022). Then,
Eva et al., 2019, re-explained its essence (Aboramadan et al. 2022). This leadership empha-
sizes ethical, spiritual, and communal values. It is a particular style of prosocial leadership
(Neubert et al. 2022). It is also service-oriented, knowledge-based, participatory, process-
related, ethical, and socially responsible, reducing scandals or conflicts in organizations
(Tantri et al. 2022). Servant leaders fulfill the psychological needs of followers through
autonomy, relatedness, and competence (Kaltiainen and Hakanen 2022). They provide
psychological resources to employees to deal with their job (Ruiz-Palomino et al. 2022),
place the welfare of their followers above their own (Lv et al. 2022), contribute to overall
employee development (Kumar et al. 2022), and engage employees in emotion and spirit
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(Uymaz and Arslan 2022). Indeed, servant leaders service their employees individually,
increasing credibility, competency, and communication (Russell and Stone 2002).

The idea of shared leadership has historical roots; almost a century ago, Follett sug-
gested in 1924 that one should look not only to the designated leader but also to others
on the team for leadership (D’Innocenzo et al. 2021). Then, Gibb introduced this form of
leadership in 1954 (Salas-Vallina et al. 2022). Researchers have explained this leadership
with different definitions and conceptualizations (Klasmeier and Rowold 2022). They have
described that lateral influence among peers, team phenomenon emergence, and influence
spreading across team members existing in this leadership type (Zhu et al. 2018). They
have also described that while explained in any disciplines, they are still very much in
their nascent stage with many theoretical approaches (Scott-Young et al. 2019). The leaders
imply that members have the autonomy and discretion to make decisions and carry out
actions (Liang et al. 2021) and encourage individuals to step forward to lead others or with-
draw to lead others in the situation (Castellano et al. 2021). Contemporary organizational
research recognizes shared leadership (Sinha et al. 2021). Indeed, shared leaders service the
employee by coordinating with teamwork formally and informally (Song et al. 2020).

Researchers call for empowering leadership that creates a conducive environment that
reduces feelings of powerlessness for high individual self-efficacy and control (Rohlfer et al.
2022; Lin et al. 2022). They understand that the historical development of empowering
leadership coincides with leaders’ superiority and employee self-esteem (Cheong et al.
2019). Researchers have also proven that this leadership form enables employees to achieve
company goals by delegating responsibility, authority, influence, and power from the
leaders to them. Indeed, empowering leaders consult with their employees about strategic
decisions, employee abilities, and rules and regulations (Nagshbandi et al. 2018).

Recent research results show that servant leadership relates to IEP and affects em-
ployee motivation (Tran and Truong 2021), job performance (Alahbabi et al. 2021), and
employee performance (Wanta and Augustine 2021; Pratiwi and Nawangsari 2021). This
relationship can indirectly occur, for example, servant leadership and task performance
are mediated by work engagement (Kaltiainen and Hakanen 2022; Peng and Chen 2021),
and servant leadership and job performance by trust and knowledge sharing (Kadarusman
and Bunyamin 2021). Shared leadership relates to employee performance (Ahmed et al.
2022; Ali et al. 2018) and individual performance (Humborstad et al. 2014). Indirectly,
shared leadership relates to employee task performance and is mediated by employee
feedback-seeking behavior (Qian et al. 2018) and employee motivation (Kim et al. 2018).
Shared leadership also indirectly relates to adaptive performance through the mediating
role of proactive behavior (Fu et al. 2020). Empowering leadership relates directly or
indirectly to employee performance (Ali et al. 2018). Empowering leadership relates to
employee performance (Kim et al. 2018; Ahmed et al. 2022). Researchers have found a
positive relationship between employee psychological empowerment and performance
over the last two decades (Shi et al. 2022). Empowering leadership is a specific set of
leader behaviors about delegating authority and increasing individual motivation towards
their tasks (Cheong et al. 2019). Based on the causal relationship between LSs and IEP, we
assume that servant, shared, and empowering leadership improve IEP.

Hypothesis 1 (H1). Positively, LSs in the scope of the servant, shared, and empowering leadership
affect IEP.

2.2. HIHRMPs and IEP for Sustainability

Researchers have agreed that SHRM includes many practices such as recruitment,
training, performance appraisal, career management, and compensation (Da Silva et al.
2020; Alsafadi and Altahat 2021; Shaukat et al. 2015; Tabiu et al. 2016; Manzoor et al. 2019).
They have also agreed that HIHRMPs emerge when employees have well-developed skills,
the motivation to apply them, and platforms through which to contribute them (Huo
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et al. 2015; Leroy et al. 2018). High involvement by employees supports the work of HR
managers in realizing sustainability for a company.

The main objective of HRP is to ensure the best level of interaction between employees
and their jobs (Gautam and Raj 2018). It is a procedure for anticipating and preparing for
the departure of retiring workers and also replacing them with new workers (Ellinger and
Svendsen 2021). HRP is one of the leading strategies to improve employee performance
through detection (Muma et al. 2018). It is a rational and planned approach to staff recruit-
ment, retention, utilization, and performance (Mansaray 2019). HRP includes obtaining
the number of qualified employees and the appropriate employee allocation for improving
productivity (Gomathy et al. 2022). Researchers have studied the relationship between
recruitment and selection in HRP and employee performance (Al Qudah et al. 2014).

Training is a process relating to employee cognitive disposition to conform to an
organization’s expectations (John and Dickson 2022). Researchers have explained that it can
be a systematic process or a learning experience of acquiring knowledge, skills, abilities, and
attitudes and behaviors to meet job requirements (Karim 2019). Training builds original HRs
through developing task-related skills and knowledge in education (Sung and Choi 2018).
Researchers have explained that training is a business activity, a short-term educational
process, and a planning process for developing attitudes, knowledge, or artistic experience
through learning to improve performance (Rahayu et al. 2019). It relates to employee
performance (Pramono and Prahiawan 2022; Handayani and Kasidin 2022; Arwab et al.
2022) and motivation (Tumi et al. 2021). Training increases productivity (Abba 2018).

Compensation is a tool that organizations use to influence employee behavior to
increase their contribution and achieve organizational goals (Tumi et al. 2021). It refers to all
forms of financial returns, tangible services, and benefits employees receive (Mohammed
et al. 2022). Researchers have revealed that compensation refers to basic salaries and
additional wages such as overtime pay in meeting needs and salary satisfaction (Widhy
et al. 2021). Compensation includes all employee rewards for contributions made to
companies (Nguyen et al. 2020) and relates to employee performance (Ramli 2020; Pratibha
2022; Jean et al. 2017).

OSH is an aspect of employee welfare that includes happiness and relationships (De
Cieri and Lazarova 2021). The superintelligence revolution, based on the Internet of Things,
cyber—physical systems, and artificial intelligence (AI), requires OSH (Min et al. 2019). Oc-
cupational health systems in companies also require organizational leaders and managers
to take over responsibility (Silva and Amaral 2019). Researchers have found a relationship
between OSH and employee well-being (Diaz-Carrion et al. 2019). It is a core responsibility
of the HRM (Fan et al. 2020) that impacts on the economy (Mwangi and Waiganjo 2017).
Researchers have integrated OSH management and operations management (Hasle et al.
2021). Its implementation creates work safety, reduces accidents (Ilyas et al. 2021), deter-
mines work motivation among employees (Nkrumah et al. 2021), and improves employee
performance (Ekowati 2019).

Researchers have agreed that employee performance constitutes the quality and
quantity of work achieved by an employee in carrying out the responsibilities assigned
based on the standards set by the organization (Idris et al. 2022). Achieving a high level
of performance through productivity has become the goal for the company (Kazmi and
Javaid 2022). Thus, individual performance is appropriate to study in terms of motivation,
productivity, and task performance. Employee performance includes high motivation
and productivity (Leroy et al. 2018) and task performance (He et al. 2021; Marescaux
et al. 2019). Companies will easily achieve their target organizational performance when
employees reach the predetermined target. The performance of an organization reflects the
performance of the employees who work in it.

Hypothesis 2 (H2). HIHRMPSs in the scope of HRP, training, compensation, and OSH positively
affect IEP.
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2.3. LSs and HIHRMPs

Leadership and HRM can interact when shaping various outcomes (Zhao et al. 2020),
for example, they have an impact on employee performance. Indeed, leadership relates
to HRMP (Demo et al. 2022). Different leadership styles relate to HRM from different
perspectives, for example, green transformational leadership, green HRM (Zhao and
Huang 2022), transformational leadership, and HRM practices (Kloutsiniotis et al. 2022;
AlAbri et al. 2022). Thus, leadership in serving, sharing, and empowerment can relate to
HRMP in the scope of HRP, training, compensation, and OSH. Rotundo and Sackett, 2002,
explained that employee performance is a controlled behavior to support organizational
goals (Lyubykh et al. 2022).

Hypothesis 3 (H3). LSs in the scope of servant, shared and empowering leadership positively affect
HIHRMPs.

Hypothesis 4 (H4). HIHRMPs in the scope of HRP, training, compensation, and OSH mediate
the positive relationship between LSs and IEP.

2.4. Research Framework

Based on the above hypotheses, we describe the research framework as shown in
Figure 1. LSs are the independent variable that positively affect IEP and HIHRMPs. HIHRMPs
are the mediating variable that positively affect IEP, which is the dependent variable.

LSs
* Servant leadership
* Shared leadership
* Empowering leadership

IEP
=  Motivation
*  Productivity

HIHRMPs * Task performance
* HRP
* Training
* Compensation
« OSH

Figure 1. The positive relationship between LSs, HIHRMPs, and IEP.

3. Methodology

This research implements an explanatory approach that explains the relationship
between the three variables measured based on existing theories. We measure LSs for
the first indicator by service by the leaders in increasing credibility, competence, and
communication among their employees. Formal and informal leader coordination with
employee work teams indicates the sharing LS. The opportunities provided by leaders to
employees to participate in making decisions characterize empowering LSs. We measure
HIHRMPs by well-developed skills, motivation, and platforms owned by employees in
HRP, training, compensation, and OSH. We measure IEP by motivation, productivity,
and the task performance of employees. All measures of these three variables form the
basis for developing a self-report questionnaire, as shown in Table 1. It contains six
questions for LSs, four questions for HIHRMPs, and three for IEP. We use demographic
characteristics consisting of gender, age, formal education, and work experience to describe
the respondent’s profile, as shown in Table 2.
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Table 1. Questionnaire development.

No. Indicators Sources

LSs: The chief executive officer of my company . ..

Provides services to me in increasing my credibility and

1 competence in working (servant leadership: X1.1). (Russell and Stone 2002)
5 Provides services to me in improving communication skills
(servant leadership: X1.2).
3 Interacts formally in the coordination of my teamwork
(shared leadership: X1.3). (Song et al. 2020)
4 Interacts informally in the coordination of my work team
(shared leadership: X1.4).
5 Involves my participation in managerial decision-making
(empowering leadership: X1.5). (Nagshbandi et al. 2018)
6 Makes managerial decisions according to my participation
(empowering leadership: X1.6).
HIHRMPs: I have well-developed skills, motivation, and
platform to apply themin ...
7 HRP (X2.1).
.. (Huo et al. 2015; Leroy
8 Training (X2.2). et al. 2018)
9 Compensation (X2.3).
10 OSH (X2.4).
IEP: T have ...
11 High motivation at work (Y1). (Leroy et al. 2018)
12 High productivity at work (Y2).
. . . (He et al. 2021; Marescaux
13 high performance in completing tasks of work (Y3). et al. 2019)
Table 2. Profile of respondents.
Demography Percentage (%)
Gender Female (44.56); Male (55.43)
Ace 20-30 years old (23.55); 3140 years old; (30.07); 41-50 years old
8 (20.28); >50 years old (26.09)
Education High schools (60); Universities (40)
Work experience <5 years (26%); 5-10 years (55); >10 years (18.84)

The questionnaire was created online in Google Forms format and distributed to re-
spondents with a target of 300 people. They were employees of SMEs in Lubuklinggau. We
used the snowball sampling method by utilizing the social media platforms of WhatsApp
and Messenger to distribute the questionnaire to respondents from November 2021 to
January 2022. This method was adequate for the development of information technology
for the people in the city. We provided a 5-point Likert scale to classify their answers,
namely, strongly disagree (1), disagree (2), neutral (3), agree (4), and strongly agree (5). We
did not ask for respondents’ identities or their companies’ identities. The cross-sectional
data that we collected came to a total of 276 samples, and was then processed using SPSS
and AMOS, which are programs appropriate for covariance-based structural equation
modeling (CB-SEM) with more than 200 samples.
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4. Results

We tested common method bias (CMB), validity, and reliability before testing and
analyzing the data. Based on the results of the CMB, the percentage of the variance was
0.65 or above 0.50. This showed that the data had a CMB, which then needed to be
tested for validity and reliability. The calculated R-value of all items was 0.534 to 0.696,
higher than the table R-value (DF (N-2) or 276 — 2 = 274) with a significance level of 0.05,
0.118 (X.1 =0.677, X.2 = 0.683, X.3 = 0.604, X.4 = 0.644, X.5 = 0.647, X.6 =1, Y1.1 = 0.618,
Y1.2=0.601,Y1.3=0.534,Y1.4=1,Y21=0.69, Y2.2 = 0.680, Y2.3 = 1). Additionally, the
Cronbach alpha of X = 0.93, Y1 = 0.849, and Y2 = 0.869.

We explain these research results in four parts: descriptive analysis, confirmatory
factor analysis (CFA), goodness of fit (GoF) analysis, and hypothesis analysis. The first part
(Table 3) compares the mean, standard deviation, and variance of all data per indicator.
The second part includes construct validity (Table 4), convergent validity and construct
reliability (Table 5), average variance, and implied covariance extracted metrics (Table 6).
The third part describes the chi-square model (CMIN)/the degrees of freedom (df), the root
mean square error of approximation (RMSEA), comparative fit index (CFI), Tucker—Lewis
fit index (TLI), incremental fit index (IFI), relative fit index (RFI), normal fit index (NFI),
root mean square residual (RMR), and goodness of fit (GFI). The last part shows the direct
and indirect relationship between the variables, critical ratio, probability, and decision to
accept or reduce the hypotheses.

Table 3. Mean, standard deviation, and variance.

Standard

No. Indicators N Minimum Maximum Mean Deviation Variance
1 X1.1 3.62 1.187 1.408
2 X1.2 3.50 1.165 1.356
3 X1.3 3.58 1.159 1.343
4 X1.4 3.65 1.167 1.362
5 X1.5 3.53 1.155 1.334
6 X1.6 3.72 1.158 1.342
7 Y1.1 276 1 5 3.61 1.121 1.257
8 Y12 3.67 1.129 1.275
9 Y1.3 3.67 1.106 1.224
10 Y14 3.67 1.106 1.224
11 Y2.1 3.58 1.114 1.241
12 Y2.2 3.69 1.107 1.225
13 Y2.3 3.63 1.182 1.397

Table 4. Construct validity.

No. Correlation Estimate  Standard Error  Critical Ratio Probability
1 X1.1 <+ LSs 1.000
2 X1.2 < LSs 0.977 0.055 17.776 ok
3 X1.3 < LSs 0.956 0.055 17.254 il
4 X1.4 <+ LSs 0.961 0.056 17.218 il
5 X1.5 < LSs 0.985 0.054 18.227 i
6 X1.6 < LSs 0.909 0.057 15.944 o
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Table 4. Cont.

No. Correlation Estimate  Standard Error  Critical Ratio Probability
7 Y1.1 < HIHRMPs 1.000
8 Y1.2 < HIHRMPs 0.928 0.066 13.973 e
9 Y1.3 <~ HIHRMPs 0.908 0.065 14.042 wxE
10 Y1.4 < HIHRMPs 0.891 0.065 13.700 xEx
11 Y2.1 < IEP 1.000
12 Y2.2 < IEP 0.948 0.056 16.818 b
13 Y2.3 < IEP 1.045 0.059 17.688 xEx
*** means that the probability < 0.001.
Table 5. Convergent validity and reliability.
Correlation LF AVE CR and CA
X1.1 + LSs 0.843
X1.2 < LSs 0.839 091 (CR)
X13 « LSs 0.826 0.62 0.93 (CA)
X1.4 + LSs 0.824
X1.5 < LSs 0.853
X1.6 < LSs 0.785
Y1.1 < HIHRMPs 0.815
Y1.2 « HIHRMPs 0.751 053 N ((CCRA))
Y1.3 < HIHRMPs 0.750
X2.4 + HIHRMPs 0.736
Y2.1 < IEP 0.847 0.84 (CR)
Y22 < IEP 0.808 0.63 0.869 (CA)
Y2.3 + IEP 0.834
Table 6. Metric implied co-variances.
Indicators
Y23 Y22 Y21 Y14 Y13 Y12 Y11l Xle X15 X14 X1.3 X12 XI1.1
Y23 1392
Y22 0.878 1.220
Y21 0927 0.841 1.236
Y14 0.782 0.709 0.748 1.220
Y13 0.797 0.723 0.763 0.673 1.220
Y12 0.814 0.738 0.779 0.688 0.701 1.270
Y1.1 0.877 0.796 0.840 0.741 0.756 0.772 1.253
X.6 0890 0.807 0.852 0.715 0.728 0.744 0.802 1.337
X5 0964 0.874 0923 0.774 0.789 0.806 0.869 0.893 1.329
X4 0941 0.853 0900 0.755 0.770 0.786 0.848 0.872 0.944 1.357
X3 0936 0.849 0.896 0.752 0.766 0.783 0.844 0.867 0.939 0917 1.338
X2 0956 0.867 0915 0.768 0.783 0.799 0.862 0.886 0.960 0.937 0.932 1.351
X1 0978 0.888 0937 0.786 0.801 0.818 0.882 0.907 0.982 0.958 0954 0.974 1.403
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4.1. Descriptive Analysis

Based on Table 3, from a total of 13 indicators studied based on a sample of 276 (N), the
answers from the respondents were spread from 1 (minimum value) to 5 (maximum value)
on a 5-point Likert scale. The mean values were between 3.50 and 3.72. They reflected a
statement agreeing to all statements in the questionnaire. The standard deviation values
were between 1.106 and 1.182, and the variance values were between 1.224 and 1.408. These
values were far below the average value, which means that the data were well distributed.

4.2. CFA

Based on Table 4, all estimated values ranged from 0.891 to 1.045. These values were
more than 0.7 and well above the standard error (SE) values. This means that all indicators
were constructively valid. The critical ratio (CR) values were between 13.700 and 18.227,
and all probability values were 0.000. These CR values were well above 2.96, which means
that all relationships between the indicators and variables were positive and significant.

Based on Table 5, all loading factor (LF) values were between 0.736 and 0.853 (>0.7).
This means that, convergently, all indicators were valid. All average variance extracted
(AVE) values were between 0.53 and 0.63 (>0.5). This means that all discriminatory in-
dicators were valid. The construct reliability (CR) values were between 0.82 and 0.91,
and the Cronbach Alpha (CA) values were between 0.849 and 0.93. Thus, all indicators
were reliable.

Based on Table 6, all metric implied covariance values for each indicator were greater
than the values on the left and below:

Y2.3 =1.392 > all values in the lower columns (0.878, etc.);

Y2.2 =1.220 > all values in the left-hand columns (0.878, etc.) and below (0.841, etc.);
Y2.1 = 1.236 > all values in the left-hand columns (0.841, etc.) and below (0.784 etc.);
Y1.4 = 1.220 > all values in the left-hand columns (0.784, etc.) and below (0.673, etc.);
Y1.3 =1.220 > all values in the left-hand columns (0.673, etc.) and below (0.701 etc.);
Y1.2 = 1.270 > all values in the left-hand columns (0.701, etc.) and below (0.772, etc.);
Y1.1 = 1.253 > all values in the left-hand columns (0.772, etc.) and below (0.802, etc.);
X.6 = 1.337 > all values in the left-hand columns (0.802, etc.) and below (0.893, etc.);
X.5 =1.329 > all values in the left-hand columns (0.893, etc.) and below (0.944, etc.);
X.4 = 1.357 > all values in the left-hand columns (0.944, etc.) and below (0.917, etc.);
X.3 =1.338 > all values in the left-hand columns (0.917, etc.) and below (0.932 etc.);
X.2 =1.351 > all values in the left-hand columns (0.932, etc.) and below (0.974 etc.);
X.1 =1.403 > all values in the left-hand columns (0.974, etc.).

XN

I O = S T Vo)
PN = o

4.3. GoF and SEM

The results of the GoF analysis ensured that the research model was feasible to proceed
to the hypothesis testing process with SEM. The CMIN value = 87.143 and the degrees of
freedom (df) value = 62; thus, the CMIN/df value = 1.406 (<2). RMSEA value = 0.038 (<3);
CFI value = 0.991 (>0.9); TLI value = 0.989 (>0.9); IFI value = 0.991 (>0.9); RFI value = 0.963 (>0.9);
NFI = 0.971 (>0.9); RMR value = 0.027 (>0.9); and GFI value = 0.953 (>0.9). Figure 2 shows
the SEM output of AMOS. The model was recursive with a sample size of 276. The number
of different sample moments was 378. The number of variables was 60, with 27 observed
variables and 33 unobserved variables. This could also be 31 exogenous variables and
29 endogenous variables.

Figure 2 explains the relationship between the three variables and between the indica-
tors and variables. LSs, the independent variable, affected the two dependent variables,
HIHRMPs and IEP. There were seven indicators of SLSs, four indicators of HIHRMPs, and
three indicators of IEP. All values of the relationships between SLSs and IEP, HIHRMPs
and IEP, SLSs and HIHRMPs were positive. These showed positive relationships.
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Figure 2. AMOS output in SEM.

4.4. Hypotheses

Table 7 shows two accepted hypotheses, H1 and H3, and two rejected hypotheses,
H2 and H4. Thus, LSs significantly positively affected IEP and HIHRMPs. In contrast,
HIHRMPs did not affect IEP significantly, and did not mediate the positive relationship
between LSs and IEP. Thus, the results did not confirm the model in the research framework.
It only provided a direct relationship, not an indirect relationship.

Table 7. Hypotheses.

Indirect Total Critical

Direct Effect Effect Effect Ratio Probability Decision
II_I];P T;Sg 7_9> HIEII%IRIRE;’S_)—) 0.996 H1: 3.112 0.02 Hlbifltalc-;ZF;StEdl

’ IEP =0.208 rejected.
H2: II;II)H:R%ES - 0.21 H2: 0.853 0.394 H2 is rejected.
H3: LSs = 0.97 H3: 16.006 H3 is accepted

HIHRMPs = 0.97
** means that the probability < 0.001.

5. Discussion

LSs positively relate to IEP. Employee motivation, productivity, and task performance
improve when leaders provide service, sharing, and empowerment to their employees.
Additionally, LSs positively relate to HHHRMPs. Employee involvement in HRP, training,
compensation, and OSH improves when leaders provide service, sharing, and empower-
ment to their employees.

5.1. Theoretical Implications

To improve IEP in the digital era, SME employees need support from SME leaders
through service, sharing, and empowerment. Employees improve their motivation, pro-
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ductivity, and job performance when leaders provide services with credibility, competence,
and communication skills. They also achieve high motivation, productivity, and job perfor-
mance when leaders interact formally and informally in team coordination and involve
their employees in making decisions.

To improve HIHRMPs in the digital era, SME HR managers need support from leaders
through service, sharing, and empowerment. The involvement of SME employees in HRP,
training, compensation, and OSH improves when their leader displays an understanding
of their credibility, competence, and communication skills. Employee HIHRMPs also occur
when leaders interact formally and informally in team coordination and involve their
employees in managerial decision-making.

Thus, LSs have a crucial role in improving IEP and HIHRMPs in the digital era.
Embracing digital technology in SMEs requires LSs and HIHRMPs. However, HIHRMPs
do not influence IEP, nor do they act as mediators in the relationship between LSs and IEP.

Studies on the servant, shared, and empowering leadership in the digital economy
and SMEs are inseparable. Multiple leadership styles are applicable in SMEs. Further
researchers can apply a research framework that explains the positive relationship be-
tween LSs in servant, shared, and empowering leadership and IEP in terms of motivation,
productivity, and task performance.

The positive relationship between LSs and IEP supports the results of research con-
ducted by (Megawaty et al. 2022; Tran and Truong 2021; Alahbabi et al. 2021; Wanta and
Augustine 2021; Pratiwi and Nawangsari 2021; Kaltiainen and Hakanen 2022; Peng and
Chen 2021; Kadarusman and Bunyamin 2021; Ahmed et al. 2022; Ali et al. 2018; Hum-
borstad et al. 2014; Qian et al. 2018; Kim et al. 2018; Fu et al. 2020; Shi et al. 2022; Cheong
et al. 2019). The positive relationship between LSs and HIHRMPs strengthens the results
of the research conducted by (Demo et al. 2022; Zhao and Huang 2022; Kloutsiniotis et al.
2022; AlAbri et al. 2022).

However, the results of this study contradict the results of studies conducted by
authors that have explained the interaction between LSs and HIHRMPs in improving IEP.
They are (Zhao et al. 2020; Lyubykh et al. 2022; Dela Crus and Cabaluna 2022; Muma
et al. 2018; Gomathy et al. 2022; Al Qudah et al. 2014; Rahayu et al. 2019; Pramono and
Prahiawan 2022; Handayani and Kasidin 2022; Arwab et al. 2022; Tumi et al. 2021; Abba
2018; Ramli 2020; Pratibha 2022; Jean et al. 2017; Min et al. 2019; Nkrumah et al. 2021;
Ekowati 2019).

5.2. Practical Implications

There has been an economic impact due to the increasing number of SMEs opening in
Indonesia (Arief et al. 2021). These businesses drive the Indonesian economy and comprise
99.9 percent of the total companies in Indonesia (Haryati et al. 2021). They are the subject of
digital change, gaining an advantage by competing sustainably (Fachrunnisa et al. 2020) in
the era of the Industrial Revolution 4.0 and applying digital technology, big data, IoT, and
robotics technology. The government has initiated a strategic plan focused on SMEs. This
is to encourage their participation in building the national economy; develop a roadmap
of e-commerce, synchronizing thirty-nine strategic initiatives across eight ministries; es-
tablish friendly foreign direct investment policies to attract techno-based investment and
strengthen the domestic base of venture capital; facilitate access to funding and enable the
digitization of SMEs and the rapid growth of quality start-ups; and adopt pro-innovation
policies (Ramli 2020). The large population and the fragmented geography of Indonesia
have offered a good reason for SMEs to adopt e-commerce (Rahayu and Day 2017).

The SME leaders in Lubuk Linggau must serve, share, and empower their employees in
post-COVID-19 globalization. They must be open to digitization for their employees. They
have adopted servant, shared, and empowering leadership. They have applied combined
leadership styles, which are not singular or compartmentalized. This is harmonious
with the need to be digital leaders in today’s digital era. HRM in SMEs comprises high
involvement in HRP, training, compensation, and OSH. HRM realizes the importance
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of digitalization in the digital demands of business. The employees of the SMEs in the
city work with high motivation and productivity, and perform tasks optimally. Their
performance is subject to servant, shared, and empowering leadership styles and HIHRMPs.

The practice of servant, shared, and empowering leadership by the CEOs of SMEs
in the city, which are generally the owners and managers of the businesses, are relevant
for improving IEP and implementing HIHRMPs in today’s digital era. These leadership
styles support the Indonesian government’s strategic plan to build the national economy
by strengthening SMEs.

The employees have used computers, the Internet, cloud computing, and big data in
adopting business models based on digital products and services. These activities have
reflected their involvement in Industry 4.0. They have high motivation, productivity, and
job performance due to these leadership styles.

The SME leaders engaged in the construction, wholesale and retail, car and motorcycle
repair, real estate, manufacturing, transportation, and warehousing industries in the city
have implemented service, sharing, and empowerment LSs for their employees in today’s
digital era. They support the adoption of digitalization by their employees and the use of
services that improve their credibility, competence, and communication skills in working.
Leaders also support this by interacting formally and informally in the coordination of
employee teamwork, and involving employees in managerial decision-making.

6. Conclusions

Servant, shared, and empowering leadership styles are appropriate to be applied in
SMEs to improve the individual performance of employees and employee involvement
in HRP, training, compensation, and OSH in the digital era. When SME leaders apply
leadership effectively, the individual performance of the employees and their involvement
in HRMPs are improved.

SME leaders can apply these leadership styles to realize the high motivation, produc-
tivity, and performance of their employees. In addition, leaders can become figures who
serve, share, and empower their employees by displaying their involvement in HRPs, train-
ing, compensation, and OSH, even though these HRMPs cannot realize the high individual
performance of these employees.

The combination of servant, shared, and empowering leadership styles can lead to
digital leadership for SMEs. HIHRMPs also clarify digital HRMPs. However, we need
further study to state that these leadership styles are digital leadership styles, and HIHRMPs
are digital HRMPs.

Limitations

This research framework focuses on the individual performance of employees in SMEs.
When high involvement in HRMPs occurs, the teamwork performance of employees can
also improve. The concept of LSs in this research frames three leadership styles and one
SHRMP approach. Many researchers have examined digital leadership styles in other
contexts as measures. This research was limited to one city scope for data collection.
Including other cities in Indonesia in this process could offer better results for our proposed
hypotheses. We included a two-month primary data collection period. Longer data
collections times could show better results with our research framework. We also used
an online questionnaire as the research instrument. Direct data collection could possibly
reduce bias (CMB) and increase the amount of data collected. The results only showed
a direct relationship between the variables, with no indirect relationship or mediation in
SEMs. We still have not found that all of our hypotheses are accepted.

Author Contributions: Conceptualization, A.C. and M.N.S.; methodology, A.C. and M.N.S.; software,
A.C,; validation, A.C.; formal analysis, A.C and M.N.S.; investigation, A.C.; resources, A.C.; data
curation, A.C.; writing—original draft preparation, A.C. and M.N.S.; writing—review and editing,
A.C, TM,, PS, M.N.S,, J.P. and K.S.; supervision, TM., LH.,, ].P. and K.S. All authors have read and
agreed to the published version of the manuscript.
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