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Abstract

The purpose of the study is to examine the influence of ethical leadership on corporate performance mediated by
corporate entrepreneur competency in finance companies in Indonesia. The research uses a quantitative
approach with cross-sectional primary data collection, namely one-time data collection taken in August 2024.
Respondents were 270 people at the managerial level from the head of the branch office to one level below the
board of directors. The collected data was analyzed using Structural Equation Modelling (SEM) with AMOS
software version 23. The results of the study show that managers in finance companies have and practice ethical
leadership with high ethical standards. Managers have high corporate entrepreneur competency and good
corporate performance conditions in the industry. The results of the hypothesis test are all supported which shows
the positive influence of ethical leadership on corporate performance directly or indirectly through corporate
entrepreneur competency as mediation. This research contributes to the development of the theory of corporate
entrepreneur competency as mediation. Managerial implications can be used in implementing and developing
corporate entrepreneur competency and ethical leadership of managers so that they are better able to find
potential, business opportunities, industry competitiveness and ethics in running a business. This research
contributes to the development of the theory of corporate entrepreneur competency as mediation. Managerial
implications can be used in implementing and developing corporate entrepreneur competency and ethical
leadership of managers so that they are better able to find potential, business opportunities, industry
competitiveness and ethics in running a business.
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INTRODUCTION

Corporate performance is very important and has broad and significant implications for
business continuity, competitiveness, stakeholder trust and return on investment. Corporate
performance as a description of the results achieved by the company in carrying out previously
planned activities must be achieved well (Asmawiyah et al., 2020). For this reason, the company
must focus on efforts to improve its performance. Company performance can be achieved well
if it is supported by the competence and ethical behavior of managers in a company.
Competencies that managers should possess include entrepreneur competency (Tehseen, 2019).
By paying attention to competent and ethical human resources, companies can build a solid
foundation for achieving optimal performance and long-term success of the company, while
ensuring the company operates efficiently, effectively, ethically and responsibly.

In a company, the support of managers who have ethical leadership can increase the level
of morality, so that subordinates will make maximum efforts to achieve company goals with a
high sense of responsibility (Asif et al., 2019). Harrison et al. (2018) said that the success of
managers is greatly influenced by the value of ethical values that are believed. The modern
business world today agrees that effective ethics are needed in an organization (Tamer, 2020).
Ethical organizational management can increase public trust in the organization, maintain
organizational sustainability and perform better (Hijal-Moghrabi et al., 2017). It can be said that
ethical leadership not only creates a morally healthy work environment, but also affects
performance through increasing the trust, motivation, and commitment of team members.
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Leaders who have ethical leadership always adhere to ethical standards, so that they become role
models and are considered a reference for their followers (Alblooshi et al., 2020). Ethical
leadership makes leaders role models and makes followers identify, internalize, and imitate the
behaviors they exemplify (Xia & Yang, 2020).

Changes in the business environment, economic pressures and difficulties in building
competitiveness are challenges that encourage companies to develop entrepreneurial strategies
(Van-Westhuizen & Van-Rensburg, 2022). Entrepreneur competency as a form of human capital
allows companies to acquire and manage different resources, resulting in greater competitive
capacity within the company (Molina-Garcia et al., 2022). Employee entrepreneur competency,
especially at the manager level in the company, is absolutely necessary to improve company
performance. Corporate entrepreneur competency is an integrated ability that is reflected in the
attitudes, skills, and relevant knowledge needed to carry out entrepreneurial actions (Eniola et
al., 2016), Entrepreneurship in companies is needed to increase company productivity and
encourage better economic growth (Van-Westhuizen & Rensburg, 2022). Corporate
entrepreneur competency is considered an important resource for organizations that helps in
improving organizational performance more optimally (Tehseen et al., 2019). Corporate
entrepreneur competency is the most vital aspect of the survival, sustainable growth, and success
of a business organization (Klyver, 2020, Sakib, 2020).

A finance company is a business entity that carries out financing activities for the
procurement of goods and/or services. Based on data reported by the OJK (2023) for the position
as of December 2022, the financing disbursed was dominated by multipurpose financing
business activities of IDR 215.34 trillion (51.79%) and investment financing of IDR 141.63
trillion (34.05%). Furthermore, working capital financing business activities amounted to IDR
39.57 trillion (9.51%), other financing amounted to IDR 0.51 trillion (0.12%), and financing
based on sharia principles amounted to IDR 18.74 trillion (4.5%). Based on the type of financing
object, 83% of the total financing receivables came from the sale of motor vehicles and heavy
equipment. The financing distribution pattern is concentrated on vehicle and heavy equipment
financing where competition is very fierce, so there is a need for efforts to find new financing
breakthroughs to maintain and improve company performance (OJK, 2023).

Various phenomena that are suspected to affect the performance of finance companies in
terms of human resources are ethical issues in business, and the competitiveness of finance
companies' human resources which of course requires ethical behavior and high competence
from managers. The Financial Services Authority recorded a high number of complaints or
problems that occurred in finance companies which reached 4,988 cases, both administrative and
fraudulent (OJK, 2023). Then throughout 2017-2022 the Financial Services Authority has
revoked the licenses of 44 finance companies due to the results of audits and the non-operation
of companies, including cases of double pledging or double guarantee and double financing in
2017/2018 which had an impact on the slowdown in the financing business due to a decline in
bank confidence in providing funding to finance companies (OJK, 2023). Based on this, ethical
leadership is a demand that needs to be applied, especially in finance companies to maintain the
trust of consumers, the public, banks, regulators and other stakeholders. When leaders behave as
moral managers, employees will show a strong commitment to the organization (Kim and
Vandenberghe, 2021). In finance companies, ethical issues and ethical leadership are needed and
must be implemented, which is reflected in the Financial Services Authority's regulations on
good corporate governance.

Interestingly, based on the results of research conducted by the Financial Services
Authority, it is stated that in 2022, there will be 1,519 trillion rupiah (55.43%) of the total needs
of MSMEs that can be financed by the non-bank financial industry (OJK, 2023). This shows a
business opportunity for financing companies. At the same time, it requires the readiness of
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human resources who have competence in the field of financing and entrepreneur competency
to be able to see further the existence of financing business opportunities. The Corporate
entrepreneur competency approach offers an environment that supports businesses to improve
performance by creating a dynamic business approach based on innovation that can bring new
competitive areas (Hanci-Donmez & Karacay, 2019).

Various studies have been conducted by previous researchers, but there is no known
research that specifically examines the influence of ethical leadership on corporate performance
mediated by corporate entrepreneur competency, especially in the financing industry. The
mediation variable of corporate entrepreneur competency is more widely used in research to test
its role in producing entrepreneurial performance in SMEs, such as research conducted by Al-
Mamun & Fazal (2018), Khan et al. (2021) and Seraj et al. (2022). Then there has been no
research that tests the relationship between ethical leadership and corporate entrepreneur
competency as mediation. Previous research only has similarities, for example researching the
influence of leadership behavior on entrepreneurship by Thuy et al., (2022), ethical leadership
towards innovation (Ozsungur, 2019), leadership competence towards entrepreneurial
orientation (Alvarez-Garcia et al., 2021).

Based on the exposure to phenomena, research gaps and the rarity of research conducted
in the context of the finance company industry, the author is interested in conducting a research
entitled "The Influence of Ethical Leadership on Corporate Performance Mediated by Corporate
Entrepreneur Competency in Finance Companies in Indonesia". The question of the problem in
this study is whether ethical leadership has an effect on corporate performance in finance
companies and whether corporate entrepreneur competency plays a role as a mediator for the
influence of ethical leadership on corporate performance?

RESEARCH METHODS

The study uses a quantitative approach to examine the influence of ethical leadership,
on corporate performance mediated by corporate entrepreneur competency in finance companies
in Indonesia. The primary data collection in this study is cross-sectional or one-shot, namely one-
time data collection carried out in August 2024. The unit of analysis in this study is 270 managers
from the level of managers/heads of branch offices to one level below the board of directors who
work in finance companies in Indonesia. The study measured using an interval scale with a Likert
scale from 1 (strongly disagree) to 5 (strongly agree). To measure ethical leadership, 10 items
of statements adapted from Brown et al. (2005) were used. Corporate entrepreneur competency
was measured using 12 statement items adapted from the research of Sakib et al. (2022) and
corporate performance using 5 statement items adapted from Zhang et al. (2023). The research
instrument test was carried out with a validity test (Factor Loading > 0.40) and a reliability test
(Cronbach's Alfa > 0.60 (Hair et al., 2019). The results of the instrument test showed that all
indicators in the variables of ethical leadership (EL), corporate entrepreneur competency (CEC)
and corporate performance (CP) were valid and reliable.

RESULT AND DISCUSSION

Respondent Characteristics and Descriptive Statistics

The respondents to the study were determined to be 270 finance company managers who
had met the qualifications to be analyzed. The characteristics of respondent data based on gender
were dominated by male managers (74.8%), age over 40-50 years (46.7%), undergraduate
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education (75.9%), working period over 15 years (40.4%), respondents' field of work was
managerial business (65%) and all respondents (100%) had participated in financing
certification.

The descriptive statistical result of the ethical leadership variable was 4.106. This shows
that the ethical leadership practices of managers in finance companies have been implemented
by applying high ethical standards. From the moral person dimension, the indicator with the
highest average is "the leader conducts his personal life in an ethical way and defines success
not only by the results but also by the way he obtains them”. In the moral manager dimension,
the indicator with the highest average is when making decisions, leaders consider "what is the
right thing to do”. Of all the indicators, respondents gave the lowest average rating on the "leaders
listen to what employees say" indicator, with an average rating of 4,030.

The corporate entrepreneur competency variable, the overall average assessment is 4.163,
which shows that the corporate entrepreneur competency that managers have is high and has
been applied in the company. Of the six dimensions, it can be seen that the highest average
dimension is learning competency of 4,259. Both indicators in this dimension have the same high
value, namely "willingness to learn proactively and learning to have clear goals”. While the
lowest dimension is opportunity competency 4,032 with the lowest indicator being "enthusiastic
about seeking/creating products and services that provide real benefits to clients”, with an
average rating of 4,011.

The overall corporate performance variable has an average assessment of 3,867. This
result shows that corporate performance in finance companies has been well achieved. From the
financial performance dimension, the indicator with the highest average, namely the company's
total revenue, is high compared to its main competitors. In the non-financial dimension (human
resource performance), the indicator with the highest average is "the productivity of this
company is high compared to its main competitors”. The lowest corporate performance
indicator, namely "employees have a high level of satisfaction compared to the main
competitors™ has an average score of 3,767.

Table 1. Hypothesis Test Results

Hypothesis | Hypothesis Statement Estimate P value Decision
H1l EL --->CP 0,437 0,004 | Supported
H2 EL ---> CEC 0,379 0,002 | Supported
H3 CEC--->CP 0,332 0,002 | Supported
H4 EL ---> CEC ---> CP 0,126 0,031 | Supported
Source: Data Processing Results (2024)
Discussion

The Influence of Ethical Leadership (EL) on Corporate Performance (CP)

The results of the study show that ethical leadership has a positive effect on corporate
performance. This influence can be interpreted that every improvement in ethical leadership will
improve corporate performance in financing companies. The results of this study are consistent
and support previous research conducted by Widyani et al. (2020), Tamer (2020), Khademfar &
Amiri (2013), Butt et al. (2016), Susmiato & Nurmayanti (2018). Where the researchers have
proven that ethical leadership has a positive effect on corporate performance.

Ethical leadership has a significant impact on corporate performance through various
mechanisms, ranging from increasing employee motivation and engagement to improving the
company's reputation and relationships with stakeholders. When leaders act with integrity and
good ethics, employees will feel more appreciated so that they are motivated to provide their best
abilities and performance which will ultimately be able to maintain organizational performance
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in a sustainable manner (Kerse, 2021). In addition, ethical leadership is important because it
can contribute to the formation of trust between leaders and followers in the company. This trust
is essential for healthy relationships within teams and organizations. When leaders show honesty
and consistency and provide a sense of fairness in action, it strengthens relationships and
collaboration among employees, which has a positive effect on the performance of the team and
the organization as a whole (Brown et al., 2005). To maximize leadership effectiveness and make
employees more engaged, creative, and committed, it is important for leaders to offer
organizational rewards to their employees, ensure their participation in the decision-making
process, make fair decisions, and promote supervisory support (Asif et al., 2019).

High ethical leadership is important to have and apply to finance companies in Indonesia.
Finance companies have several characteristics in common with the banking industry which
relies on trust business and is based on risk business. This is important for finance companies to
maintain and build trust not only from within but also from outside the company by
implementing high ethical leadership standards from managers. Ethical leadership will be
effective if leaders are able to make employees more engaged, creative, and committed, as well
as participate in the decision-making process, and leaders make fair decisions (Asif et al., 2019).
Leaders in their leadership practices not only ensure compliance with regulations and laws, but
also the importance of building trust, protecting reputation, boosting employee morale, and
protecting consumer rights. Ethical behavior in a company is the responsibility of all employees
including managers, directors and commissioners, but the ethics of the leader must be higher
than that of his followers or subordinates to be more effective.

Ethical leadership practices similar to integrity have been applied to finance companies
and even reported to the Financial Services Authority on good corporate governance reports.
Ethical leadership in finance companies is able to prevent serious violations such as fraud that
occurred in 2017/2018 which had a significant impact on the slowdown of the financing business
due to the lack of trust of banks in providing capital to finance companies (OJK, 2021). The
consequences of this fraud are very detrimental to various parties such as banks that provide
financing capital, consumers who have difficulty taking their rights (BPKB) and even billing
demands from other parties as well as all employees who are forced to stop working because the
company is closed. This reinforces the importance of leaders who have good ethical values in
the organization, especially in scandals, fraud, and fraud scenarios which are symptoms of
declining ethical values that can harm the organization (Dua et al., 2023).

The majority of respondents are managers who are 40-50 years old with more than 15
years of service. Atan advanced age and longer experience, managers have a deep understanding
of how ethical issues can affect organizations and business decisions. From the employer's side,
age and long work experience tend to have a better understanding of ethical principles and be
able to implement them in their daily work at work. In addition, leaders have a clear track record
in ethical matters. This experience can make subordinates see superiors as more credible and
ethical leaders so that they are more confident that experienced superiors can maintain ethical
standards consistently.

The results of the test on the ethical leadership variable show that managers in finance
companies have met high ethical standards. From the moral person dimension, the indicator with
the highest average is that the leader conducts his personal life in an ethical way and defines
success not only by the results but also by the way he earns them. In the moral manager
dimension, the indicator with the highest average is when making decisions that leaders consider
what is the right thing to do. This happens because leaders have understood that business
decisions taken in the right way and done correctly will produce the right results and can
minimize the occurrence of problems in the future.
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In real practice in finance companies, managers have defined success not only from the
results, but how to get them, then the leaders have gained trust, and are able to discipline
employees who violate and make decisions always with good and right considerations. This has
led to a good process and work results and can be accounted for both morally and in accordance
with applicable laws and regulations. It is different when ethical rules and regulations are
violated, often what happens is a failure that ultimately harms the company. The ethical
leadership of leaders/managers in this financing company has been able to influence the
improvement of corporate performance. Ethical leadership is an important factor to continue to
be improved and the need to maintain consistency in the behavior of leaders in finance
companies.

The Influence of Ethical Leadership (EL) on Corporate Entrepreneur Competency (CEC)

The results of the study show that ethical leadership has a positive effect on corporate
entrepreneur competency in finance companies. This means that every increase in ethical
leadership will be followed by an increase in corporate entrepreneur competency. These results
support previous research conducted by Asif et al. (2019) that ethical leadership has a positive
and significant effect on employee creativity in the public sector in China. Then Thuy et al.
(2022) leadership behavior has a positive impact on entrepreneurship in Vietnam state-owned
enterprises and Ozsungur (2019) ethical leadership has a significant effect on innovation in
companies in Turkey.

Ethical leadership influences the entrepreneur competency of managers by creating an
environment that supports the ability and development of entrepreneurial skills in the company.
Furthermore, to anticipate negative behavior from entrepreneurial behavior that tends to do
various ways to gain profits even in unethical ways, ethical leadership is needed (Widyani etal.,
2020).

In finance companies, ethical leadership plays an important role in increasing
entrepreneur competency. In an organization, managers who have an entrepreneurial spirit and
good entrepreneurial ethics are needed (Widyani et al., 2020). Ethical leadership acts in
accordance with the moral principles and values of the company, but it also influences the
culture, motivation, and development of entrepreneurial skills within the organization. Ethical
leadership provides an environment where entrepreneurial competence can develop well,
supports innovation, and ensures that all practices are conducted with integrity and
responsibility.

The majority of respondents are managers in the age range of 40-50 years with a working
period of more than 15 years, of course, able to show high ethical leadership and corporate
entrepreneur competency. With their advanced age and longer experience, managers have a deep
understanding of how good ethical practices from managers can shape and develop corporate
entrepreneur competency. This leader behavior has been shown to improve entrepreneurial
abilities by focusing on identifying and exploiting potential opportunities in the context of
entrepreneurship in companies (Thuy et al., 2022).

The variables of ethical leadership and corporate entrepreneur competency are included
in the high assessment. These results show that ethical leadership from leaders in finance
companies has been practiced with high ethical standards, which has an impact on strengthening
the entrepreneurial practices of managers in finance companies. It is explained that ethical
leadership from managers has a positive effect on corporate entrepreneur competency in finance
companies in Indonesia. Good ethical leadership will be able to create and support high
corporate entrepreneur competency while upholding morals and ethics and being responsible.
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The Influence of Corporate Entrepreneur Competency (CEC) on Corporate Performance
(CP)

The results of the study have shown that corporate entrepreneur competency has a
positive effect on corporate performance in financing companies. Every increase in corporate
entrepreneur competency is followed by an increase in corporate performance in financing
companies. The results of this study support the research conducted by Seraj et al., (2022), Al-
Mamun & Fazal (2018), Van-Westhuizen & Van-Rensburg (2022), that entrepreneur
competency has a positive effect on corporate performance. The results of this study are contrary
to the results of the research of Esubalewa & Raghurama (2020) which showed that entrepreneuri
competency did not have a significant effect on corporate performance.

Corporate entrepreneur competency is an important factor in determining business
development and success (Sakib et al., 2022); Al-Mamun & Fazal, 2018). Entrepreneur
competency is able to improve the company's ability to innovate, manage risk, adapt to change,
and pursue new opportunities. By improving employee motivation, operational efficiency, and
strategic capabilities, entrepreneur competency contribute to better company performance,
sustainable growth, and long-term success.

From the respondents’ data, it is known that both in terms of age, education and work
experience of the managers are very high so that it is enough for managers to have the
entrepreneur competency that they apply to the company. In addition, the requirements of
managerial characteristics in the business field such as entrepreneurial abilities are very
necessary for managers. This entrepreneurial competency will help managers in achieving
company goals. This result is corroborated by the opinion of Klyver (2020) and Sakib (2020)
that sustainable growth, and the success of business organizations in the long term are greatly
influenced by entrepreneur competency. Companies need to formulate business and investment
strategies from the entrepreneur side to gain the strength of the organization's sustainable
development so that it can better adapt to the highly dynamic external environment (Malhotra &
Kiran, 2023) and (Honig & Samuelson, 2020).

The practice of entrepreneur competency carried out by managers at finance companies
is considered high. These results show that corporate entrepreneur competency in the company
has been practiced and run well so that respondents give high assessments. Of the six
dimensions, it can be seen that the highest average dimensions are learning competency and
commitment competency. This shows that managers in finance companies have a high
enthusiasm and are proactive in learning to improve their knowledge and ability to do their jobs
and have a strong commitment to creating company success. This is the basic capital to increase
corporate entrepreneur competency in finance companies which have been formed based on
experience and learning during work.

The high level of corporate entrepreneur competency applied to finance companies with
their capacity as managers is able to influence well on performance. The competence possessed
by managers, namely learning competency, is related to the willingness of managers to learn
proactively and have clear goals that are related to the field of work that can increase their
contribution to company performance. Relationship Competency, shows how managers build
business relationships, communicate and negotiate with partners such as with vehicle/heavy
equipment dealers, vehicle insurance companies, banks, external withdrawal services, law
enforcement officials and so on. Opportunity competency is related to how managers see and
respond to every business opportunity. Unfortunately, finance company managers consider this
competency to be lower, especially on indicators of the ability to create products and services
desired by clients. This is understandable because managers are not used to product/service
innovation which is the demand of the market today, forcing them to provide existing products
and services into a market where competition is very fierce. The contribution of corporate
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entrepreneur competency is quite high in influencing the improvement of corporate performance.
Then all dimensions have a relatively similar contribution, so it can be said that all dimensions
and indicators that form corporate entrepreneur competency are considered important for their
influence. The importance of corporate entrepreneur competency as a factor that can improve
corporate performance so that it needs to be developed and improved in finance companies in
Indonesia.

The Influence of Ethical Leadership (EL) on Corporate Performance (CP) mediated by
Corporate Entrepreneur Competency (CEC)

Corporate entrepreneur competency plays a positive role as a mediating variable of the
indirect influence of ethical leadership on corporate performance. The results of the statistical
test show that corporate entrepreneur competency successfully mediates the influence of ethical
leadership on the corporate performance of finance companies. Corporate entrepreneur
competency plays a role as a mediation variable (partial mediation) of the indirect influence of
ethical leadership on corporate performance with an estimated or mediation path coefficient of
0.126 and a p value of the sobel test of 0.031 < 0.05. The role of corporate entrepreneur
competency mediation includes partial mediation because the results of the direct effect test on
the first hypothesis (H1) are positive (supported). This result is in line with the research of Venia
& Slamet (2020) that network entrepreneur competency mediates the influence of ethical
competence on business growth. Sarwoko & Nurfarida (2021) entrepreneur competency
mediates the influence of cultural values on corporate performance.

Corporate entrepreneur competency functions as a mediator of the relationship between
ethical leadership and corporate performance. Ethical leadership establishes an environment that
supports motivation, ethical innovation, while entrepreneur competency allows employees to
apply these ideas effectively in an effort to build business networks, utilize and seek business
opportunities, long-term commitment and implementation of strategies as well as more efficient
and effective management of company resources. As explained by Thuy et al. (2022) To
effectively maintain a business, it is necessary to increase entrepreneurship in the company which
can be achieved by the behavior of ethical managers in the company.

The majority of respondents are of high age and supported by longer field experience,
managers have a deep understanding of how ethical leadership practices from managers can
shape and develop corporate entrepreneur competency. Then in terms of work experience that is
also supported by high education, it is enough for managers to have entrepreneur competency
that they apply to finance companies. In addition, with respondents dominated by managers in
the managerial field of business who have the same competency characteristics as entrepreneurs,
of course, it is very necessary for managers. Managers at experienced finance companies already
have a strong network with business partners such as vehicle dealers (cars, motorcycles and
heavy equipment), insurance companies, external withdrawal services, and law enforcement, in
addition to managers generally have a strong commitment to business sustainability and prevent
the company from failing to achieve its goals. This is an important and mandatory thing for
managers to have in carrying out their role as managers and at the same time playing a role like
an entrepreneur in a financing company. This entrepreneur competency will help managers in
achieving company goals in the long term.

The practice of ethical leadership and corporate entrepreneur competency as described
above has been demonstrated by managers in finance companies. The picture of ethical
leadership and entrepreneur competency is highly evaluated. Ethical leadership and corporate
entrepreneur competency have a strong influence on improving corporate performance in
financing companies. The implementation of high ethical leadership from company managers
will increase the motivation and involvement of managers and employees in strengthening the
development and application of entrepreneur competency in the company, which in turn will
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improve corporate performance.

CONCLUSION

The results of the study show that managers in finance companies have had and practiced
ethical leadership with high ethical standards. Managers have high corporate entrepreneur
competency and good corporate performance conditions in the industry. The results of
hypothesis testing show that the four research hypotheses proposed are all supported and have a
positive influence on the variables tested. The ethical leadership variable has a positive influence
on corporate performance, as well as ethical leadership has a positive effect on corporate
entrepreneur competency. Then corporate entrepreneur competency has a positive effect on
corporate performance. Furthermore, ethical leadership has a positive effect on corporate
performance mediated by corporate entrepreneur competency. This proves that there is a positive
influence of ethical leadership on corporate performance both directly and indirectly through
corporate entrepreneur competency as mediation. Ethical leadership and corporate entrepreneur
competency have a high positive influence on corporate performance and are the most important
factor in improving corporate performance in finance companies in Indonesia
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