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Sri Annisa (Indonesia), Elisabet Siahaan (Indonesia), Prihatin Lumbanraja (Indonesia)

IMPACT OF DIGITAL
TRANSFORMATION

ON BANKING EMPLOYEE
PERFORMANCE WITH
SELF-EFFICACY AS A MEDIATOR

Abstract

In the digitalization era, banks strive to implement digital transformations; digi-
tal culture, competence, and leadership become essential factors to advance the
company’s digitalization. Digital transformation is indispensable in improving
employee performance amidst rapid digital advancements, helping companies stay
competitive and avoid falling behind fintech and banking rivals. The study aims
to examine the influence of digital transformations on banking employee perfor-
mance in Indonesia, targeting state-owned banks. Primary data were gathered
through questionnaires involving 100 participants. Data analysis employed partial
least squares structural equation modeling (PLS-SEM) to assess the influence of
independent on dependent and mediating variables. The results demonstrate that
digital culture (p < 0.05), digital competency (p < 0.05), and digital leadership (p
< 0.05) positively and significantly influence employee performance. Self-efficacy
does not function as a substantial mediating variable between digital culture (p >
0.05) or digital competence (p > 0.05) and employee performance. However, self-
efficacy is a crucial mediating variable connecting digital leadership to employee
success (p < 0.05). The study demonstrates that digital transformation in terms
of culture, competence, and leadership can improve performance. Self-efficacy is
able to mediate the effect of digital leadership on employee performance but fails
to affect the influence of digital culture and digital capabilities on the performance
of banking employees.

Keywords digital culture, digital competence, digital leadership,
employee performance, self-efficacy
JEL Classification 033, M54, G21

INTRODUCTION

The banking sector is at the forefront of industry-changing digi-
tal transformation. The fast adoption of digital banking services
has changed how customers interact with financial institutions and
significantly impacted banks’ operational dynamics. Astonishing
statistics reveal that nearly 80% of consumers now prefer digital
banking channels over traditional methods, highlighting a signifi-
cant shift in consumer behavior and expectations (Sugihyanto &
Arsjah, 2023). Therefore, banks need to introduce digital transfor-
mation as soon as possible through the culture, competence, and
leadership of their employees to improve employee performance
which, in the end, improves overall organizational performance.
Unfortunately, research shows that digital transformation in com-
panies triggers excessive anxiety in employees who feel unprepared
to adapt to new technologies (Kemer & Tekeli, 2022). Digital trans-
formations in this study encompass digital culture, digital compe-
tence, and employee leadership.
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1. LITERATURE REVIEW
AND HYPOTHESES

In the digitalization era, banks compete to car-
ry out digital transformation. Company culture,
competence, and leadership of employees are the
benchmarks for improving company digitaliza-
tion (Gadzali et al., 2023). Digital transformation
has a role in optimizing employee performance
amid rapid digital changes so that companies are
competitive and not left behind by other fintech
and banking companies (Forcadell et al., 2020).
The transformation from conventional banking
to digital platforms has improved efficiency and
cost-effectiveness, as banks can reduce physical
and operational costs while improving service de-
livery (Son et al., 2020). However, banks face chal-
lenges and hurdles in this digitalization journey,
including maintaining a solid reputation among
the fierce competition from fintech companies
(Forcadell et al., 2020). In addition, evolving cus-
tomer expectations require banks to constantly in-
novate and improve their digital offerings to avoid
losing market share (Mohsin et al., 2022). As dig-
ital technologies gain prevalence in the banking
sector, it is essential to comprehend their impact
on employee performance and organizational dy-
namics. The technology acceptance model (TAM)
posits that users’ views of usability and usefulness
substantially affect employees’ acceptance and use
of digital products.

Digital culture is a workplace atmosphere in
which digital technology is seamlessly incorpo-
rated into every facet of a company’s operations
and communication procedures. Digital culture
includes the ability to navigate digital spaces, criti-
cally analyze information, and participate in daily
activities that reflect national values and diversity
(Wijaya, 2023). It functions as both a catalyst and
an outcome of digital transformation, influencing
employee engagement with technology and in-
terpersonal interactions. Firican (2023) contends
that digital culture is crucial for facilitating or ob-
structing digital transformation, as it encompass-
es the attributes that organizations must embrace
to succeed in a digital landscape. Pangarso et al.
(2022) argue that a robust digital organizational
culture can affect the relationship between em-
powered leadership and employee performance,
emphasizing its crucial role in promoting a high-
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performance environment. Conversely, Xu (2023)
argues that digital culture does not directly affect
employee performance.

Banks must evolve in response to shifting cus-
tomer behaviors influenced by digital technology,
necessitating the enhancement of new digital com-
petencies (Tran et al., 2022). Digital competence
encompasses the skills needed to effectively utilize
digital technologies in the workplace. It represents
the abilities and knowledge employees need to lever-
age digital tools efficiently in their tasks. Zamilah
(2024) asserts that incorporating digital technolo-
gy can significantly enhance operational efficiency
and employee performance, indicating that digital
competence is essential for achieving organization-
al objectives. As banking personnel enhance their
digital proficiency, their performance improves due
to heightened operational efficiency and customer
service capabilities (Islatince, 2023; Halim et al.,
2023; Nikou et al., 2022).

Digital leadership encompasses the ability of indi-
viduals to direct, oversee, and utilize digital tech-
nologies to achieve organizational goals. It is vital
for managing resources, fostering innovative be-
haviors among employees, and boosting motiva-
tion and performance (Erhan etal., 2022; Shin et al,,
2023; Alafi, 2024). Additionally, the significance of
digital leadership in creating an environment that
nurtures employee creativity and engagement is
well established, as effective digital leaders can have
a substantial influence on employee performance
(Zhu et al., 2022; Ongel etal., 2023). Employees with
digital leadership can foster a culture of learning
and adaptability, helping colleagues improve their
digital skills (N. Saputra & A. Saputra, 2020).

Reduced anxiety about digital transformation and
enhanced performance are associated with self-
efficacy (Ruijia et al., 2022). It describes people’s
confidence in their capacity to complete tasks or
thrive in digital environments. Research has dem-
onstrated a favorable correlation between self-
efficacy and performance, indicating that work-
ers who have faith in their abilities typically de-
liver superior outcomes (Firmansyah et al., 2018;
Monteiro et al., 2021). Additionally, individuals
who receive proper support in their digital en-
deavors often demonstrate greater job satisfaction
and engagement (Efimov et al., 2022).

http://dx.doi.org/10.21511/ppm.22(4).2024.39
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Figure 1. Conceptual framework

Self-efficacy functions as a mediating variable
that connects digital culture with employee per-
formance. It can enhance workplace well-being
by fostering resilience, indicating that a support-
ive organizational culture promotes greater self-
efficacy among employees (Pradhan et al., 2021;
Akanni et al., 2021). Furthermore, self-efficacy
helps mitigate negative workplace experiences,
such as ostracism or bullying, which can negative-
ly affect employee performance. Employees with
higher levels of self-efficacy are better equipped to
handle unfavorable encounters in a digital work-
place. Clercq et al. (2019) found that self-efficacy
reduces the harmful effects of workplace ostracism
on job performance. Similarly, Hsieh et al. (2019)
have shown that self-efficacy has a protective role
in sustaining performance levels and partially me-
diates the relationship between workplace bully-
ing and mental health.

Employees who view themselves as digitally
skilled often demonstrate greater levels of self-
efficacy, which in turn positively influences their
performance. Tomczak et al. (2023) highlight that
young employees, particularly recent graduates
from technical universities, express a strong sense
of digital self-efficacy, which correlates with opti-
mistic performance outcomes. Moreover, Alifya
and Mardiana (2022) emphasize that self-efficacy
is crucial for employees’ belief in their ability to
tackle tasks, thereby directly affecting their perfor-
mance. Additionally, Tsareva and Omelyanenko
(2020) emphasize the importance of self-efficacy
within digital contexts, particularly in relation to
operational digital skills in remote work settings.
Similarly, Muliyanto et al. (2023), examining how
competence and motivation affect employee per-

http://dx.doi.org/10.21511/ppm.22(4).2024.39

formance through self-efficacy, underscored that
self-efficacy is a crucial mediator between digital
competence and performance.

The intricate relationship between employee per-
formance, self-efficacy, and digital leadership has
garnered a lot of attention in contemporary orga-
nizational research. The impact of digital leader-
ship on vocational teachers’ reflective practices is
mediated by self-efficacy, trust, and work engage-
ment. This suggests that leaders who create a sup-
portive environment can enhance their employees’
self-efficacy, subsequently improving performance
(Agustina et al., 2020). Furthermore, digital leader-
ship promotes innovative work behaviors among
employees, which is facilitated by their self-efficacy.
Leaders who are adept in digital environments can
stimulate motivation and performance through the
enhancement of employees’ self-efficacy (Erhan et
al., 2022; Wang & Shao, 2024).

The significance of self-efficacy in individuals’
confidence in their capacity to improve employee
performance is frequently disregarded. This study
uses self-efficacy as an intervening or mediation
variable that affects digital transformation and
employee performance, with employee culture,
competence, and leadership. Figure 1 shows the
conceptual framework of this study.

This conceptual framework (Figure 1) reveals that
this study aims to investigate the influence of digi-
tal transformation - particularly digital culture,
digital competence, and digital leadership - on
employee performance, mediated by self-effica-
cy. This study seeks to address the existing defi-
ciencies in research concerning the performance
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of banking personnel. Based on the conceptual
framework, the study suggested the following
hypotheses:

HI: Digital culture positively and significantly af-
fects employee performance.

H2: Digital competence positively and signifi-
cantly affects employee performance.

H3: Digital leadership positively and significant-
ly affects employee performance.

H4: Employee self-efficacy mediates the effect of
digital culture on employee performance.

H5:  Employee self-efficacy mediates the effect of
digital competence on employee performance.

Hé6: Employee self-efficacy mediates the effect of
digital leadership on employee performance.

2. METHOD

Thisis a quantitative study. Taking into account the
diverse roles and duties of workers in the banking
business, the study was conducted among employ-
ees of a state-owned bank (BUMN) in Indonesia.
The study population consisted of 72.816 employ-
eesin one of Indonesia’s state-owned banks in 2023.
The sample size was 99,863 and then rounded to
100 employees. Obtained using the Slovin formula
as follows n = N / (1 + Ne?). With a significance
level of 0.1 (10%) (Abdurachman & Librita, 2022).
Purposive sampling was used to identify partici-
pants for primary data collection, with personnel
selected based on certain standards (Sudaryono,
2023). The sample criteria for this study are per-
manent employees who work using digital devices.
Based on the research criteria, one hundred state-
owned bank (BUMN) workers were chosen and
requested to fill out a questionnaire.

The demographic characteristics of the respon-
dents are listed in Table 1. Women make up the
majority of employees based on gender. It indi-
cates that shifting social norms encourage women
to enter the workforce at these banks. Then, 49% of
workers are in the 26-30 age range. Additionally,
82% of workers have one to ten years of experience.
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A 5-point Likert scale was used in the survey; 1
denoted subpar performance, and 5 denoted ex-
ceptional performance. Reliability and validity
assessments and partial least squares structural
equation modeling (PLS-SEM) were part of the
data analysis (Sudaryono, 2023). The effects of dig-
ital culture, digital competency, and digital lead-
ership as independent variables were investigated
using Smart PLS 4. Self-efficacy was investigated
as the mediating variable, whereas employee per-
formance was the dependent variable.

Table 1. Respondents’ demographic
characteristics

Classification ° Frequency : Percentage (%)
Gender
Male 28 ' 28%
Age
2025yearsold 24 24%
26:30yearsold 49 49%
Above 30 years old 27 : 27%
Length of work

Above 10 years 18 18%
3. RESULTS

The measurement and structural models were an-
alyzed using partial least squares (PLS) modeling
with Smart PLS 4 software. Reflective constructs
were used, and indicator reliability, discriminant
validity, convergent validity, and consistency re-
liability were used to evaluate the measurement
quality (Khine, 2013). The path coefficients and
the study hypotheses were assessed, and the struc-
tural model was checked for multicollinearity
problems. The values for Cronbach’s alpha (CA),
average variance extracted (AVE), and composite
reliability (CR), which were used to assess the con-
struct indicators in the model, are shown in Table
2. Strong internal consistency was shown by com-
posite reliability and Cronbach’s alpha values ex-
ceeding 0.7 (Sudaryono, 2023).

The AVE value in Table 2 exceeds 0.5, demonstrat-
ing strong validity (Sudaryono, 2023; Khine, 2013).
The assessment of multicollinearity and path co-
efficients of the structural model was conducted
to examine and validate the structural model. The
outcomes of the collinearity evaluation are dis-

http://dx.doi.org/10.21511/ppm.22(4).2024.39
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Table 2. Cronbach’s alpha, CR, and average variance extracted (AVE)

Factors Cronbach’s alpha

Cr (rho_a)

Cr (rho_c) Average variance extracted (AVE)

Self-efficacy

Table 3. Multicollinearity testing

Predictor Construct VIF
Digital culture - Employee performance 1918
Digital competence - Employee performance 2.231
Digital leadership - Employee performance 2376
Digital culture — Self-efficacy - Employee performance 2.504
Digital competence - Self-efficacy - Employee performance 2.732
Digital leadership —> Self-efficacy - Employee performance 2450

played in Table 3, with the maximum value attain-
ing 2.732. If all VIF values are below 5, multicol-
linearity is either minimal or absent. Consequently,
there are no substantial issues related to multicol-
linearity, as the variance inflation factor (VIF)
stays below 5 (Sudaryono, 2023; Khine, 2013).

Table 4 depicts the findings of the direct and in-
direct effects derived from the study. A positive
path coeflicient indicates a unidirectional effect of
a variable in the context of direct and indirect in-
fluences. An increase in the value of an exogenous
variable leads to a corresponding rise in the en-
dogenous variable. A negative path coefficient sig-
nifies that the variable’s influence operates in the
contrary direction. An elevation in the value of an
external variable results in a decrease in the en-
dogenous variable (Sudaryono, 2023; Khine, 2013).

The significance level, or p-value, implies that a p-val-
ue below 0.05 denotes a significant result, leading to
the acceptance of the hypothesis. If the p-value ex-
ceeds 0.05, the result is deemed insignificant, result-
ing in the rejection of the hypothesis (Khine, 2013).

Table 4. Hypotheses testing

Table 4 asserts that digital culture has a posi-
tive (0.230) and significant (0.048 < 0.05) im-
pact on employee performance, hence validating
Hypothesis 1. Hypothesis 2, related to digital com-
petence, exhibits a positive effect of 0.256 and is
statistically significant (0.012 < 0.05) on employ-
ee performance, hence verifying Hypothesis 2.
Hypothesis 3 is validated, as digital leadership has
a positive (0.303) and significant (0.022 < 0.05) im-
pact on employee performance.

Then, the indirect path indicates p-values < 0.05,
suggesting that the intervening variable mediates
the relationship between an exogenous and an en-
dogenous variable, thereby corroborating the study
hypotheses. Consequently, Hypotheses 4 and 5 are
rejected, as employee self-efficacy does not mediate
(0.162 > 0.05) the relationship between digital cul-
ture and employee performance, nor does it mediate
(0.117 > 0.05) the relationship between digital com-
petence and employee performance. The results for
Hypothesis 6 demonstrate that employee self-effica-
cy significantly mediates (0.003 < 0.05) the effect of
digital leadership on employee performance.

Hypotheses Original Sample (O) p-values Result
H1: Digital culture'?ﬁﬁm‘ployee performance O'.‘23O 0048 Slgnlﬁcant
H2: Digital competence - Employee performance 0.256 ;0012 : Significant
H3: Digital leadership ->Employee performance H 0.303 0.022 Significant

Intervening Effects

H4: Digital culture'?'%!‘f—efﬁcacy - Employeeﬁpg'rﬁf‘g'r‘mance """" : -0.186 i 0162
H5: Digital compet'gq';'gu% Self-efficacy - Emp‘lgy‘gg‘performance """" —Q.196 ) 0117
H6: Digital leadership - Self-efficacy - Employee performance 0.392 0.003

http://dx.doi.org/10.21511/ppm.22(4).2024.39
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4. DISCUSSION

Employee performance and digital culture are
strongly positively correlated (Pangarso et al,,
2022; Shin et al., 2023). Employee performance
is improved by an organization’s strong digital
culture, which contradicts Xu’s (2023) findings.
Pangarso et al. (2022) highlight that aspects of
digital culture, such as collaboration and inno-
vation, serve as essential drivers for employees
to adapt and contribute effectively. By creating
an environment that supports the use of tech-
nology, organizations can increase employee
motivation and productivity. Shin et al. (2023)
stressed the role of digitalized services, as in
this study, the company tries to provide all ser-
vices to customers digitally. Then, to support
the success of digital culture in terms of per-
formance, banks provide a special budget for
increased digitalization, which ultimately im-
proves employee performance (Xu, 2023).

The considerable influence of digital competence
on employee performance has been recognized
(Nikou et al., 2022; Islatince, 2023; Halim et al,,
2023). In this bank, employees are provided with
a lot of training to increase employee competence.
Employees with strong digital competence gener-
ally adapt more swiftly to new technologies, posi-
tively influencing their work productivity and ef-
fectiveness (Nikou et al., 2022). Those who can re-
solve digital issues and generate ideas using tech-
nology are better equipped to handle the growing
complexity of job demands (Islatince, 2023).
Moreover, employees equipped with relevant dig-
ital skills are able to implement digital solutions
better and are reliable in every banking project,
which ultimately improves customer experience
and company performance (Halim et al., 2023).

Employees are empowered to improve perfor-
mance through digital leadership (Erhan et al,,
2022; Zhu et al.,, 2022). In order to make deci-
sions more quickly and intelligently, personnel
with a digital leadership attitude are trained
to use data and digital technologies. This ap-
proach facilitates collaboration and guidance
among colleagues through digital platforms.
Employees who adopt a digital mindset encour-
age their peers to embrace innovation and ex-
plore new ideas, ultimately boosting the organi-
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zation’s overall performance (Erhan et al., 2022).
Additionally, employees embodying a respon-
sive and adaptive digital leadership spirit play a
crucial role in promoting “job crafting,” which
involves customizing tasks and responsibili-
ties based on individual strengths and interests.
This collaborative environment fosters greater
alignment between individuals and the orga-
nization, positively affecting creativity and, in
turn, employee performance (Zhu et al., 2022).

Additionally, self-efficacy is unable to act as
a mediator between employee performance
and digital culture. These results, therefore,
are in opposition to those of previous studies
(Pradhan et al., 2021; Akanni et al., 2021; Clercq
et al., 2019; Hsieh et al.,, 2019). Employees were
not given enough support, such as speaking
during training sessions. So, employees tend not
to know how self-efficacy is shaped. In addition,
other factors, such as work pressure, also affect
performance. If these factors are not favorable,
self-efficacy is not enough to improve perfor-
mance despite a good digital culture.

The function of self-efficacy as a mediator be-
tween employee performance and digital compe-
tence was another indirect pathway investigat-
ed. The performance of employees who believe
they are proficient in digital skills is positive-
ly impacted by their high levels of self-efficacy
(Tomczak et al., 2023; Alifya & Mardiana, 2022;
Tsareva & Omelyanenko, 2020; Muliyanto et al.,
2023). However, this study’s results show that
the relationship between employee performance
and digital competences cannot be mediated by
self-efficacy. This finding suggests that although
companies provide extensive digital training,
other factors may hinder the expected outcomes.
However, employees lack practical experience in
applying these skills. If they do not have the op-
portunity to use their digital competencies in a
relevant context, their self-efficacy will not be
built, thus hindering performance.

The last indirect path is the mediation of self-
efficacy on digital leadership and employee per-
formance. The results show self-efficacy can me-
diate employee digital leadership on employee
performance (Fan, 2023; Prochazka et al., 2017).
Employees with a digital leadership spirit can

http://dx.doi.org/10.21511/ppm.22(4).2024.39
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show positive attitudes toward technology and surroundings. This emotional support can
changes that inspire them to develop high self- boost employees’ self-confidence, making them
efficacy, thus encouraging them to adapt and in- able to take initiative and contribute actively,
novate (Agustina et al., 2020). Digital-minded which in turn improves performance (Erhan et
employees tend to be more responsive to their al., 2022; Wang & Shao, 2024).

CONCLUSION

This study examines the impact of digital transformation - encompassing digital culture, digital com-
petence, and digital leadership — on employee performance through the lens of self-efficacy. It aims
to address the gaps in existing research regarding the performance of banking staff in Indonesia. The
findings indicate that digital culture, competence, and leadership positively and significantly affect em-
ployee performance. However, self-efficacy does not serve as a significant mediating variable in the
relationship between digital culture and employee performance, and between digital competence and
employee performance. Instead, self-efficacy is identified as a key mediating variable that connects the
influence of digital leadership on employee performance.

The study acknowledges several limitations that point to potential areas for further research and im-
provement. First, a more representative sample is needed to provide a thorough understanding of the
banking sector. Given the relatively large population, the Slovin formula could be applied with a signifi-
cance level of 0.05. This study opted for a significance level of 0.1 to capture effects that might be over-
looked with a stricter threshold. Lastly, the study identified several negative and negligible correlation
indicators, suggesting that future studies should investigate these aspects to improve the performance
of banking employees.
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