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Abstract

Employee performance is an important factor for a company to achieve objectives, gain
competitive advantage and finally winning the competition. Even for a company which has
been established for more than 20 years, employee performance still becomes challenge. A
good relationship between leader and member is one of the key factors to improve employee
performance. A company needs to ensure that employees give their best performance and
meet the expectation. The purpose of this study is to develop model to improve employee
performance with high quality of Leader-Member Exchange (LMX) and Perceived
Organizational Support (POS) which mediates by work engagement. Data were collected
from 100 respondents of permanent employees in a teak furniture manufacturing company in
Semarang, Central Java Province, Indonesia. The method used to analyze the hypotheses was
Partial Least Square (PLS). This study concludes that positive workplace which contains
Leader-Member Exchange (LMX), Perceived Organizational Support (POS), and Work
Engagement, have a positive and significant influences on Employee Performance. Work
Engagement also found has influence effect on mediating between LMX and POS with
Employee Performance.

Keywords: employee performance, work engagement, leader-member exchange, perceived
organizational support
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1. Introduction

Current business situation required all companies to compete more than ever in order to
survive and come as winner in the competition. We are not only talking competition in terms
of customer basic expectation like quality, delivery and cost of the product or service, but
also other dominant factors like product innovation, product sustainability, social and ethical
compliances, the use of effective communication system, utilization of new technology and
information system as well as human resources management. Human is the most important
resource that should be well managed and maintained in the first place. It all started from
recruitment process and continues with people development program like training, coaching
and mentoring to ensure their competencies always meet the latest requirements. Talent
management and succession plan also part of strategies implemented by many organizations
to guarantee business continuity. All of these good programs and strategies will be evaporated
if not well monitored, evaluated and continuously improved. Periodic evaluation must be
performed as a tool to make sure that employees deliver maximum performance for the
company and necessary action should be taken based on the result. If companies aim to gain
competitive advantage, employee performance is the key factor to achieve it (Brhane &
Zewdie, 2018; Indriastuti & Fachrunnisa, 2021).

There are several factors affecting employee performance, one of them is Leader-Member
Exchange (LMX). In this relationship scheme, leader has a big and important role in
developing mutual relationship with each member. This relationship will bring direct affect to
the work of both parties. A good quality relationship between leader and member will form
work engagement and therefore they will work better in various work roles carried out in the
organization (Chaurasia & Shukla, 2014). In contrary, a bad quality relationship will build a
wall between leader and member which affecting performance of each individual and
eventually performance of team and company. Trust is the foundation of LMX and one of the
key factors to build work engagement (Chughtai & Buckley, 2011). In order to earn trust and
professional respect, leaders need to show their loyalty to members in daily work-related
interaction. Employee who has high-quality relationship with its leader feels close to the
organization (Liu et al., 2013). This sense of closeness will drive them to deliver a good
performance.

Furthermore, other factor affecting employee performance is Perceived Organizational
Support (POS). When someone realizes the attention, care, support, and recognition of the
organization for their well-being, they will devote themselves to be involved in organizational
activities by welcoming difficult tasks, giving high effort and loving work in return for their
perception of organizational support (Baset & Karim, 2021). Employees will give their best
version without any hesitation. POS plays significant role on relationship between employee
and organization. Hence, it is important for companies to develop a good program and
explicitly show its support to employees. Support given by companies will enhance employee
engagement with their role and increase their competencies which eventually will increase
productivity and performance (Fachrunnisa et al., 2021).

Employees will deliver good performance if they engaged with their work. Work engagement
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is not something that can happen instantly without any effort. It needs effort and involvement
from both employee and employer. The commitment from company to provide a safe and
supportive working environment will drive employee’s motivation towards work. If the
employee feels motivated, they will be engaged with the work. An engaged employee will
have a positive feeling, find the meaning of work and all other things related to happiness and
well-being (Mart mez-Mart 1& Ruch, 2017). Furthermore an engaged employee has a sense of
energy and an effective relationship with their work, they view work as a challenge instead of
stress and demands (W. B. Schaufeli, 2012). This positive kind of views will bring benefit to
company.

Research focusing on sustaining the employee performance has been widely discussed,
however, only a few of them considering positive workplace environment factors such as
Leader-Member Exchange (LMX) and Perceived Organizational Support (POS). Previous
researchers found that there is a significant effect of LMX on employee performance
(Audenaert et al., 2016; Reb et al., 2019; Tanskanen et al., 2019; Wang et al., 2016), but other
researchers on their studies found the opposite outcome where there is no significant effect of
LMX towards employee performance (Adi et al., 2018; Insan & Masmarulan, 2021). Based
on the research gap and explanation above, this study aims to analyze the strategic role of
positive workplace environment factors namely Leader-Member Exchange (LMX) and
Perceived Organizational Support (POS) in improving employee performance by considering
Work Engagement as mediating variable. This study will compile a conceptual model that
describes the interrelationships between these variables.

2. Literature Review and Hypotheses Development
2.1 Leader-Member Exchange (LMX), Work Engagement and Employee Performance

Leader-Member Exchange (LMX) is an activity that focuses on the quality of dyadic
relationship between superiors and subordinates in the work environment, where leaders can
build relationships with varying intensity with each member in the group (Lee, 2020). When
the quality of LMX is better, subordinates can obtain more information, direction, advice and
feedback from their superiors which could lead to better performance (Lin et al., 2017). LMX
also suggested as an important source of motivation to improve performance (Selvarajan et
al., 2018). Based on this, leaders play an important role in developing employee attitude
towards the organization and engagement with their work (Ferguson et al., 2015). Employees
who have a good working relationship with their superiors are seen as more likely to have
greater job satisfaction, decreased levels of intention to leave, and higher productivity which
leads to improved performance (C. J. Wang, 2016). Organization needs to ensure that
employees have engagement with work through its leaders. This can be facilitated by
developing sustain relationship between leaders and subordinates. Every leader should act as
representative of management by being a role model to its member. Leader-Member
Exchange (LMX) focuses on a two-ways relation between leader and member where the
quality of this relationship predicting several results on employee, one of them is a good
performance (Martin et al., 2016). Considering that reason, leaders need to maintain good
relation with subordinates in order to get positiveimpact on performance. In contrary, a bad
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relationship between leaders and subordinates will bring impact on employee work attitudes,
including performance and their loyalty to company (Arrasyid et al., 2019). A good
leader-member exchange can be demonstrated by providing opportunities for subordinates
to express their ideas, have discussion and furthermore find solution to their problems, which
in turn can align their personal goals with organizational goals (Sharifkhani et al., 2016).
Employees who shared the same goals with organization will be more engaged to work and
eventually will have a better performance.

The strength of relation between leader and member will lead to productivity, motivation and
high performance (Brhane & Zewdie, 2018). The study conducted by Gottfredson and
Aguinis (2017) found that Leader-Member Exchange (LMX) is an important factor
underlying the performance of employee. Furthermore Kim and Koo (2017) also found that
employees who feel high-quality relationship with their leaders will be more engaged with
work and more innovative in doing tasks. This is in line with study from Breevaart et al.
(2015) which also found that high quality LMX promotes work engagement and better
employee performance. Based on several previous studies it can be concluded that
Leader-Member Exchange (LMX) has an influence on Work Engagement and also influence
on Employee Performance.

H1: Leader-Member Exchange (LMX) positively relates to Work Engagement
H2: Leader-Member Exchange (LMX) positively relates to Employee Performance

2.2 Perceived Organizational Support (POS), Work Engagement and Employee
Performance

Employees are the most important asset of company, hence they need to be treated and
maintained as good as possible at all cost. As a human being, employees want to be
appreciated, respected, noticed and recognized for their contribution to company. Perceived
Organizational Support (POS) refers to employees’ perceptions of how their contributions
valued and their well-being provided by the organization (Beheshtifar & Herat, 2013).
Employees who are well treated by organization will show their appreciation by having sense of
duty to repay the organization with extra effort (Jeong & Kim, 2021). High level of POS
which perceived by employees will increase their job attitudes, behavior and engagement
(Caesens & Stinglhamber, 2014). Work engagement shown by employees who get
recognition from company. This kind of engagement will lead to better performance of
employees. Employees also want their welfare to be considered by company. They always
form general beliefs about how much the company values their contributions and cares about
their well-being, which in turn will further strengthen loyalty and encourage their
performance. Perceived organizational support will be influenced by various aspects of how
company treats its employee, and this will affect the employee's perception (Eisenberger et al.,
1986). Employee’s perception on organizational support will accelerate their loyalty to
achieve company objectives (Murthy, 2017).

According to Fachrunnisa et al. (2021) perceived organizational support will increase
employee performance since they feel obligation to help organization achieve the goals.

18 http://jpag.macrothink.org



ISSN 2161-7104

\\ MacrOthi“k Journal of Public Administration and Governance
A Institute ™ 2022, Vol. 12, No. 1

Chang et al. (2019) in his study found that Perceived Organizational Support (POS) has a
positive effect on work engagement and employee performance. Employees who feel high
organizational support will show optimal performance (Vatankhah et al., 2017). Based on
several previous studies it can be concluded that Perceived Organizational Support (POS) has
an influence on Work Engagement and also influence on Employee Performance.

H3: Perceived Organizational Support  (POS) positively relates to Work
Engagement

H4: Perceived Organizational Support (POS) positively relates to Employee
Performance

2.3 Work Engagement and Employee Performance

Work Engagement defined by Schaufeli et al. (2002) as a positive and satisfying state of mind
related to work which characterized by vigor, dedication, and absorption. Employees with
vigor showing high level of energy and mental resilience at work, have willingness to give
extra effort in work, and perseverance in difficult situation. Dedication shows by being
involved in work and experiencing a sense of significance, enthusiasm, inspiration, pride, and
challenge. While absorption refers to have full concentration and work happily, where time
passes quickly and has difficulty getting away from work. Employees with these attitudes
will improve their performance and bring many benefits to company (Knight et al., 2017).
There are several reasons why engaged employees perform better than unengaged employees,
one of the most compelling argument is that engaged employees often experience positive
emotions, including happiness, joy, and enthusiasm (Demerouti & Cropanzano, 2010; Monica,
2019). Employees who feel the most energetic and most dedicated are most likely to show
adequate performance (Bakker et al., 2012). Based on several previous studies it can be
concluded that Work Engagement has an influence on Employee Performance.

H5: Work Engagement positively relates to Employee Performance

Leader-Member
Exchange (LMX)

Work Employee
Engagement Performance

Perceived Organizational

Support (POS) Figure 1. Research model
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3. Research Method

The research was conducted on 100 respondents as permanent employees at a teak furniture
manufacturing company in Semarang, Central Java Province, Indonesia which has been
established for more than 20 years. The object of this research is an export-oriented company,
where its performance needs to be maintained and continually improved due to high
expectation from customers and tough competition from competitors. All the respondents are
permanent employees who work under direct supervision where a high-quality relationship
between leaders and subordinates is important to maintain and improve the performance. The
reason on choosing permanent employees instead of involving temporary employees due to
they have long term relationship with the leader which make them the right respondent to
give their opinion about relationship with leader, work and company.

The primary data of this research was collected using questionnaire with 7 questions related
to respondent’s identity including name, position, gender, age, years of service, education,
and department where the employee belongs to. Besides that there are main questions
representing 4 variables used in this research which are Leader-Member Exchange (LMX),
Perceived Organizational Support (POS), Work Engagement and Employee Performance with
total 27 items using 5 Likert scale from 1 = strongly disagree to 5 = strongly agree. In every
question respondent also asked to give explanation related to their answer. The data collected
from questionnaire was analyzed using Partial Least Square (PLS).

4. Measurement
4.1 Leader-Member Exchange (LMX)

This study is focus on Leader-Member Exchange (LMX) from the perspective of member.
We defined Leader-Member Exchange (LMX) as subordinates' assessment on the quality of
their relationship with leaders. We measure this variable using 4 dimensions with total 11
items. The first dimension is affect with 3 items, including (1) member likes their leader as
person, (2) leader is the kind of person which member would like to have as a friend, and (3)
leader is someone which fun to work with. The second dimension is loyalty with 3 items,
including (1) leader would defense member’s work action to a superior even without
complete knowledge of the issue, (2) leader would come to defense when member were
attacked by others, and (3) leader would defense to others in the organization if member
made an honest mistake. The third dimension is contribution with 2 items, including (1)
member willing to do work for leader that goes beyond what is specified in job description
and (2) member willing todo extra effort beyond those normally required. The last dimension
is professional respect with 3 items, including (1) member impressed with leader’s job
knowledge, (2) member respects leader’s knowledge and competence on the job and (3)
member admires leader’s professional skills. Those 11 items were adapted from Liden and
Maslyn (1998). From those 11 items there were 2 out of 11 items which were not valid for
further analysis with loading factors less than 0.5. These 2 invalid items were removed from
data analysis. The remaining 9 items recalculated and found valid with loading factors more
than 0.5.
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4.2 Perceived Organizational Support (POS)
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We defined Perceived Organizational Support (POS) as individual’s assessment of the
attention which organization pays to them. We measure this variable using 5 items, including
(1) the organization appreciate contribution of employees, (2) the organization pays attention
to the welfare of employees, (3) the organization cares with employees, (4) the organization
pays great attention to employees and (5) the organization is proud of the success of its
employees. Those 5 items are adapted from Rhoades and Eisenberger (2002). All items were
valid with loading factors more than 0.5.

4.3 Work Engagement

We defined work engagement as a condition in which individuals have emotional and
professional ties to their work so that they can deliver maximum performance. We measure
this variable using 5 items, including (1) positive thinking and satisfied with work, (2) have
energy and mental resilience while working, (3) feel significance, enthusiasm, inspiration,
pride, and challenge (4) fully concentrated and engrossed in work, time passes quickly, and (5)
it's hard to get away from work. Those 5 items are adapted from W. Schaufeli et al. (2002).
All items were valid with loading factors more than 0.5.

4.4 Employee Performance

Employee performance is defined as individual’s ability to complete tasks and achieve results
as set by the organization. We measure this variable using 6 items which used for employee
performance appraisal by the company where this research was taken place. These indicators
also used in previous employee performance-related researches, including (1) achieving KPI
targets (Walumbwa et al., 2011), (2) customer oriented (Korschun et al., 2014), (3) have
knowledge related to work (Walumbwa et al., 2011), (4) have a positive attitude at work
(Harrison et al., 2006), (5) have the ability to cooperate (Mathis & Jackson (2006), and (6)
have an awareness of health, safety and work environment (Nyambura & Simon, 2018). All
items were valid with loading factors more than 0.5.
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5. Result

5.1 Analysis of Partial Least Square (PLS)
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Figure 2. Structural Model
5.2 Hypothesis Test Result
Table 1. Coefficient Parameter, T-Statistic and P-Values
Hypothesis Original Sample Standard T-Statistic P- Hypothesis
Sample  Mean Deviation Values  Test result
LMX - Work 0.283 0.287 0.106 2.679 0.008 Supported
Engagement
LMX - Employee 0.193 0.203 0.086 2.259 0.024 Supported
Performance
POS - Work 0.504 0.509 0.089 5.680 0.000 Supported
Engagement
POS - Employee 0.268 0.262 0.094 2.856 0.004 Supported
Performance
Work Engagement 0.499 0.494 0.098 5.071 0.000 Supported
- Employee
Performance

Hypothesis 1 states that Leader-Member Exchange (LMX) is positively related to Work
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Engagement. Our results supported this view with P-values <0.05 (0.008 < 0.05) thus Ho is
rejected. Coefficient value (original sample column) is positive which means that the effect is
positive. It means that if employee assesses there is a good quality of relationship with their
leader, they will be more engaged to their work. Hence, hypothesis 1 is supported.

Hypothesis 2 states that Leader-Member Exchange (LMX) is positively related to Employee
Performance. Our results supported this view with P-values <0.05 (0.024 < 0.05) thus Ho is
rejected. Coefficient value (original sample column) is positive which means that the effect is
positive. It means that if employee assesses there is a good quality of relationship with their
leader, it will improve their performance. Hence, hypothesis 2 is supported.

Hypothesis 3 states that Perceived Organizational Support (POS) is positively related to Work
Engagement. Our results supported this view with P-values <0.05 (0.000 < 0.05) thus Ho is
rejected. Coefficient value (original sample column) is positive which means that the effect is
positive. It means that if the employee sees and feels that the organization support their
well-being, employee will be more engaged to their work. Hence, hypothesis 3 is supported.

Hypothesis 4 states that Perceived Organizational Support (POS) is positively related to
Employee Performance. Our results supported this view with P-values <0.05 (0.004 < 0.05)
thus Ho is rejected. Coefficient value (original sample column) is positive which means that
the effect is positive. It means that if the employee sees and feels that the organization
support their well-being, it will improve their performance. Hence, hypothesis 4 is supported.

Finally hypothesis 5 states that Work Engagement is positively related to Employee
Performance. Our results supported this view with P-values <0.05 (0.000 < 0.05) thus Ho is
rejected. Coefficient value (original sample column) is positive which means that the effect is
positive. It means that if the employee engaged with their work, their performance will be
improved. Hence, hypothesis 5 is supported.

5.3 Mediating Variable Test Result

The test was performed to see the effect of mediating variable by measuring the Specific
Indirect Effect. This test refers to the predictor effect on the outcome of the intervention by
one or more variables operating sequentially (Fritz et al., 2012). The aim of this test is to find
out how big the role of mediating variable, in this case is Work Engagement mediating the
effect of Leader-Member Exchange (LMX) and Perceived Organizational Support (POS) on
Employee Performance.

Table 2. Specific Indirect Effect

Hypothesis Original Sample Standard T- P-
Sample  Mean Deviation Statistics Values

LMX - Work Engagement 0.141 0.138 0.052 2.694 0.007

- Employee Performance

POS > Work Engagement -  0.251 0.252 0.071 3.520 0.000

Employee Performance

23 http://jpag.macrothink.org



ISSN 2161-7104

\ MacrOthi“k Journal of Public Administration and Governance
A Institute ™ 2022, Vol. 12, No. 1

5.3.1 Work Engagement Mediates Leader-Member Exchange (LMX) towards Employee
Performance

Based on the Specific Indirect Effect analysis, which obtained the P-value of the indirect
effect of Leader-Member Exchange (LMX) on Employee Performance through Work
Engagement is 0.007, which is less than 0.05. This means that if the quality of interaction
between leaders and subordinates is high, it will increase work engagement which will further
improve employee performance.

5.3.2 Work Engagement Mediates Perceived Organizational Support (POS) towards
Employee Performance

Based on the Specific Indirect Effect analysis, where the P-value of the indirect effect of
Perceived Organizational Support (POS) on Employee Performance through Work
Engagement is 0.000, which is less than 0.05. This means that if the organizational support
felt by employees is higher, it will increase work engagement which will further improve
employee performance.

6. Discussion

Research on how to improve employee performance still becomes something that interesting
to do by many researchers. What make it interesting is that employee performance is the key
factor for organization to achieve competitive advantage and winning the competition.
Among several factors influencing employee performance, Leader-Member Exchange (LMX)
found to have significant positive influence. The high-quality relationship between leaders
and subordinates becomes dominant, in order to maintain good professional relation and
enhance employee performances. Leaders who have the knowledge, competency and
professional ability will gain more respect from subordinates. Professional respect from
subordinates towards the leaders found to be the highest indicator which can improve the
cooperation between leaders and subordinates. This result is consistent with study conducted
by Kammerhoff et al. (2019) where leaders who encourage and support subordinates by
developing high-quality LMX will motivate subordinates to continuously improve their
performance and excellence. Furthermore LMX also found to have influence on work
engagement. Relationship between leaders and subordinates is not merely in formal context,
subordinates also wanting leaders who can position themselves as friend, easy to talk with
and open to have discussion. Based on description from respondents, they want leaders who
willing to absorb aspiration, give feedback, provide solution and motivate subordinates to
have better performance. This kind of relationship will make employees more enthusiastic
and enjoy doing their job. These results in line with study conducted by Kim and Koo (2017)
where in his research on hotel found that employees who feel the quality of relationship with
their superiors are more engaged with the work. That’s why company should focus on
developing high-quality LMX which will improve employee’s attitude towards work (Naz,
2019).

Perceived Organizational Support (POS) also found to have significant positive influence on
employee performance. Based on the result, employee perceived that their welfare and
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condition is taken care by company, which in return they work harder to achieve KPI target
set by company. Despite their welfare which is found to be the highest indicator of POS,
employees also perceived that their contribution and success are recognized by company.
Recognition from company is something that really matter to employees. Based on the
answer of open-ended question, employees are not always expecting appreciation in a form of
monetary like bonus or salary increment. However employees also want to get compliment,
career development and opportunity to access training. In exchange to that, employees pay
back to company by showing a positive attitude at work, loyalty to the company and have
willingness to learn new field. Employees who feel support from organization find to have
better performance. These results consistent with previous study conducted by Farooqi et al.
(2019) on teachers, where overall performance of teacher improved when they received
organizational support from higher institution or authorities. Despite direct influence on
employee performance, POS also found to have influence on wok engagement. Based on
description from respondents, when employees perceived attention from company, they
willing to do extra job, open with new job assignment and ready to face new challenges. This
kind of attitude shows that employees have engagement with work. These results in line with
previous study where employees will be more engaged to their work if they felt support from
organization (Baset & Karim, 2021; Chang et al., 2019).

Other factor which also found to have significant positive influence on employee
performance is work engagement. Employees who have high engagement with work can be
indicated by having energy and mental resilience at work, enjoying their work and have
positive thinking mindset (W. Schaufeli et al., 2002). Engaged employees are proven to have
customer-oriented attitude by doing what should be done to meet customer expectations
which reflecting their performance. Based on the answer of open-ended question,
customer-oriented attitude shown in daily work by meeting the deadline, providing correct
and accurate data as well as complying with all requirements. Moreover an awareness to
work with co-worker and leaders also shown by engaged employees (Ancarani et al., 2018).

7. Conclusion

Research on sustaining the employee performance has been widely discussed, however, only
a few of them considering positive workplace environment factor. This research produces a
comprehensive model that Leader-Member Exchange (LMX), Perceived Organizational
Support (POS) and Work Engagement are the determinants for maintaining the sustainability
of employee performance. The result of this study shows that Leader-Member Exchange
(LMX) and Perceived Organizational Support (POS) have a direct influence on work
engagement and employee performance. It also shows that work engagement mediates the
influence of LMX and POS towards employee performance. This result provides empirical
evidence that can be considered and used for management practice. The managerial
implication obtained from this study is that leaders must aware the important of high-quality
relationship with its subordinates, since Leader-Member Exchange (LMX) found to has
influence on work engagement and employee performance. A high-quality LMX indicated by
how well leaders can affect its subordinates, how far subordinates give their contribution and
how subordinates show professional respect to leaders. Other factor indicating LMX is
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loyalty shown by leaders to subordinates. Leaders have dominant role determining the
success of this relationship, since they are in higher position that have full control to
subordinates. Leaders have to understand these factors in order to develop and maintain a
good relation with subordinates. When leaders manage to have good relation with
subordinates, it will foster employee’s attitude towards work and improve their performance.

This study also found that Perceived Organizational Support (POS) has influence on work
engagement and employee performance. The result clearly shows that employee who
perceive support from organization in form of attention, care and recognition, found to be
more engaged with work and have better performance. In order to ensure that employees
perceive the support, company needs to have good program and evaluate the implementation.
Evaluation is important for company to know how well the program perceived by employees.
Company should be proactive in collecting feedback and input from employees, so that the
supports given to employees are in line with their need. A safe communication program
where employees can raise their concern and ideas on what kind of support they need will be
a good choice. Company should welcoming these inputs by realize it in tangible form which
can be felt by employees. When company can manage this circle in a good way, employee
performance will be improved and eventually bringing benefit to company.

Other contribution of this study for HR practice is that work engagement mediates
relationship between LMX and POS towards employee performance. Based on that finding,
company needs to focus and combine these factors to achieve the objectives. Leaders as
management representatives should able to translate company’s objectives to its subordinates.
They should act as role model with positive attitude by creating a safe work environment
which can foster employee’s engagement to work. Company also needs to make sure that the
support given to employees is right on target and well perceived by them. If this combination
is well implemented and managed, it will bring benefit to employees and company as well.

The result of this study may have some limitation which can be used as reference for future
research. First, this study focuses on Leader-Member Exchange (LMX) from perspective of
member which may not representing leader’s perception on the relationship. Second, this
study was based on a sample in one manufacturing company (teak furniture), which may
differ from other industry or service company. The fact that the data were collected from one
company, the result may limited and cannot be generalized. Third, this study using indicators
of employee performance which applied in the company where the research was conducted,
some of the indicators may differ from other company. Future study can be focused on
Leader-Member Exchange (LMX) from the perspective of leader or from two-ways
perspectives (both leader and member). In terms of respondents, future research can be
conducted in multiple organizations or multiple industries so that the findings can represent
broader kind of organization and increase the generalization.
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