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Abgtract: Indonesia has a lower employee engagement rateothar nations in Southeast Asia, and this phenome
applies to all industries, including the logistgesctor. The logistics industry generally contrilsugecritical portion of a
nation's economy, so further study of the managemiectiveness in logistics companies is essendiay company
requires a reliable workforce to function at itstoeThis research investigates some variableseinfling employee
engagement in the Indonesian logistics industre. first variable is corporate governance; the seée@niable is internal
control; corporate reputation is the third, wheléhese three are set as independent variablesteRearch also examines
whether leadership style moderates the influentgedhree independent variables on employee emgent. This study
collected data research by distributing questiaesab 742 respondents from 353 logistics firmati§ical results came
from the Partial Least Square-Structural Equati@d®ling (PLS-SEM) method used in this study. Tihdihgs revealed
that the three independent variables positively sigdificantly impacted employee engagement. Thedeship style
functioned as the moderating role in corporate gmece’s impact and the corporate reputation’sceffeoven in this
research; in contrast, it did not apply to internahtrol's impact. These results suggest that tmgicompanies in
Indonesia can improve employee engagement by eigsexemplary implementation of the three indepehdanables
while adopting a leadership style that supportsethefforts.

1 Introduction [4]. High employee loyalty improves performancehivit
An important field of any national economic growththe corporate space. This finding proves that ad sol
contributor is the logistics industry. According fn], €mployee is required to strengthen the organization
Indonesia’s logistics industries contributed 21.8¢the competitiveness [5]. The new trend that emphasiizes
Gross Domestic Product (GDP) 2021. It indicatesttia Necessity for employee engagement study is theiéreq
sector significantly contributes to the countrytmeomy, change of jobs by the millennial generation duehteir
and its survival is critical. In 2018, Indonesidmistics lack of loyalty and concern about the work atmosghe
performance index was rankedglobally by The World rather than building a career and getting prometaie
Bank [2], categorizing it as one of the lowestioeg. It Staying in the same workplace [6]. Secondly, most
indicates that this sector has substantial roomfifaire  COmpanies with open job vacancies need applicaitks w
growth, which must come from the government andgpei ~ Various work experience, and they expect newlyurtsmnt
organizations. Companies must use their resourcegployees to adapt quickly to the environment witho
optimally to achieve corporate goals due to theeiasing basic training [7]. Based on empirical evidence,smo
business competition [3]. This fact is also in ¢iddito the innovative companies with better customer serviaeeh
need for change from conventional to digital-basefigher stock performance and fewer employee resgrsa
companies with employee support. The pandemic alé@an their competitors [8]. Most leaders usuallgu® on
accelerated the necessity of transforming into gitali the corporation’s positive impact of high employee
world, forcing all sectors to switch to digital-lesls €ngagement because it significantly contributes to
operations immediately. organizations, given its substantial role and numer
The quality of human resources can be measurédvantages. Gallup [9] stated that companies havioig
through employee engagement (EE), which shows ho¥lid employee engagement grades outperform firitis w
much they are psychologically and physically avd#a 0w engagement rates in absenteeism, well-beirfgtysa
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incidents, patient safety, quality, depreciationfor its diverse culture; thus, leadership became airthe

profitability, productivity, output, sense of betpng to the most critical variables because diverse culturearme

establishment, and customer loyalty or engagement.  various leadership styles that can be implemerttads
When it comes to employee engagement, tdpecoming this study's originality. Therefore, tivedings

management must also understand the critical fadtor of the research can enrich body knowledge aboutssrae

the success of its company. Corporate governan& (Cengagement in logistics industry, especially inoimekia

fosters a positive working environment that incesas context.

employees' effectiveness and efficiency. According

Saratun [10], modifying organizational culture will2 |iteraturereview

encourage the employees’ growth while maintainiighhh 2 1 Corporate governance

trust and justice. Good corporate governance aednial Indonesia has a national committee that oversezs th

control (IC) create an excellent workmg environtand implementation of good corporate governance pillars

boost the employees’ comfort, which can keep thejpciyding related policies, calledkomite Nasional

psychological health while working in the compatiys  kebjjakan GovernangiKNKG). This committee helps to

creating a more substantial possibility of engagemn encourage healthy economic growth and create a

exceptional corporate reputation (CR) leads toifsagmt conducive business climate [16]. KNKG strongly

engagement because employee seeks not only physicatoyrages companies operating in the country herad

wealth, such as money but also psychological weslith 5 five fundamental business pillars, called TARTHe

as their reputation, when working in a reputablmpany, TAR|F stands for transparency,  accountability,

thus can become why they get more engaged. In theponsibility, independence, and faimess, gelyeral

logistics industry, the three variables mentioné@ly B  giandard rules or principles in good corporate gwece.
critical role in daily operations. They are notedplbased

on past research but are an integral part of abugihess 5 Internal control
processes. Therefore, considering them as research|ysoma| control is a set of procedures to enscceate

varl_lgrt])lesflsalorg]:jlcal optlol;: h ol and reliable business performance in compliancédn wit
erefore, these establishments must implement 10Bzo 4iing rules and regulations [17]. The senior

notch corporate governance to achieve solid emﬁ.'oy anagement team implements the procedures using
engagement. Strict internal controll promotes atgin 4 rioys tools and techniques to achieve the obsti
busmeTls g(;)_all_?( anc,iwreduces 1ulncerta|nty,dwrr1]|ch W related to reporting and compliance. Smaller orzgtions
generally dislike. Mutnuru [11] reported that apply likely experience financial issues [18]. Thaality of

internal control in small entities’ worlgplaces difg orporate internal control is determined based on h
connects to employee engagement. Meijman and Mmd%(';mpany's different units or departments are omgahiits
[12] _further stated_ _that effectlv_e ICimplementatio owners, the audit process, and other factors. Tinekele
contrlbgtes_ to a positive work environment. A COMPA  the hoard characteristics, committees, ownershigtsire,
reputation is crumall because employee; must épeire in . internal audit quality, and regulatory and market
Fhelr workln_g environment, _The bysmesss repumatiog  ironments [19]. Vijayakumar and Nagaraja [2@}ex
influences its confidence in attaining sustainghili - <5und internal control is essential in a Crapion
comfo_rt, a.”d _o_ther rela';ed factors. Aliand Ali[t8ported o0 g6 it mitigates the possibility of risk. Thegiable
that_ I mgmf_mantly impacts employee engagement s, ensures that employees adhere to companyigsolic
Similarly, Shirin and Kleyn [14] stated that thiariable is  _ { oscertains it is smoothly run [21]

an essential determinant of employee engagemeaen v '
volatile working situations, corporate reputatioimimizes

employee tiredness and desire to leave [15] 23  Corporate reputation
ploy: . : : Corporate reputation is the image portrayed based
This research investigates whether exemplar

corporate governance implementation improves englo the activities carried out by the organization. tifexau
P 9 b P y|[22] stated that a product's appearance combines

engagement. The r_esearch investigates whethert Stf'ffnctional and psychological characteristics. This
internal control practice enhances employee engegem . . g

; statement aligns with the finding from Scott Cutliat
and whether corporate reputation value has the Saages are pieces of information containing esaknti
impact. The study also further assesses whethaesiaip 9 P 9

style (LS) improves the effects of the three indeleat attributes, such as beliefs, ideas, or '.mp.fess.m}-
. X .Corporate reputation portrays an organization &galr
variables on employee engagement in the Indonesian

logistics industry. There is limited past reseatblat personnel, such as employees, customers, etc. fipeci

studies the impacts of the three independent asadn actions like procrastination can damag.e it and _tabay
. ars to rebuild. Corporate reputation is an evalnaof
employee engagement; notably, there are no paY S

researches that examine the impact of leadersylip @ S%akehold_ers by thgw direct _experiences W't.h .the
. . : orpamzatlons, including the use of all communimati
the moderating variable between these independen

variables and employee engagement. Indonesia isrkno

~ 464 ~

Copyright © Acta Logistica, www.actalogistica.eu



Acta logistica - International Scientific Journal about Logistics
Volume: 10 2023 Issue: 3 Pages: 463-476 1SSN 1339-5629

Employee engagement in logistics industry: a perspective in Indonesia
Haryanto Haryanto, Harry Suharman, Poppy Sofia Koeswayo, Haryono Umar

channels that provide information on their actiarsl Preliminary studies reported that consistent and
activities, according to Gotsi and Wilson [24]. transparent ~ communication  increases  employee

engagement [32]. Transparency fosters trust between
2.4 Employee engagement employees and management, thereby causing them to

Kahn [25] stated employee engagement involvdgEcome more engaged [33]. Men and Hung-Baesecke [32
utilizing workers' abilities in their job tasks,denstrated reported that accountability positively affects doype
through their physical, cognitive, and emotionaiiais. engagement. Chaudhary [34] stated that leadermiagti
Employee engagement implies being physically ptesen corporate social responsibility as a talent managgm
work and participating in various activities. Anprogram to develop a committed workforce. In tHiapof
organization must succeed amid increasingly fierdedependence, when a corporation is managed
competition and growing external uncertainty. Afal, ~ professionally without the intervention of otherrtjes,
employee engagement reduces the companies’ chadlengetter strategic decisions are achieved [35], anul@yees'
during economic volatility and promotes future gtow wishes are considered [36]. O'Connor and Crowlegrfe

[26]. [37] reported that procedural, interactional, and
distributive justice affect employee engagementtha
2.5 Leadership style pillars of fairness. In addition, the study of Mui8]

Mullins and Christy [27] defined leadership stytethe ~concluded that more than 90% of small businesglpeo
specific method leaders employ and how they behabglieve a firm culture that values ethics aids ey
toward their subordinates. Leadership style isriesef retention. This finding strengthens the necessitgand
methods or unique ways for leaders to influencer thecorporate governance practices in boosting employee
subordinates in achieving set vision or goals. Beménd €ngagement. _ _

Schunk [28] reported that this variable is crutigiroduce ~ The following hypothesis was derived from the above
a conducive workplace because employees respdheito discussion: .

organization based on the leaders’ values, emotions H1: Corporate governance impacts employee
attitudes, and behaviors. Past research studiedy ma&figagement in a positive and significant way.

leadership styles, but this research is limitetbto types:

authoritarian, democratic, laissez-faire, and hureatic. 2.6.2 Framework and hypothesis for internal control
Additionally, the research set this variable asimohy in ~and employee engagement

the statistical approach due to possible changssdban Strict internal control supports achieving corperat
situational contexts. goals and reduces uncertainty generally detested by

Authoritarian leadership reflects a process in whiceémployees. Mutnuru [11] stated that implementingy th
leaders wield significant power and authority artbrp  Variable is significantly related to employee erggagnt.
impose their will on others. This leadership stgiects a Meijman and Mulder [12] further noted that an exémp
dominant attitude causing a different team morald a |C implementation contributes to a conducive work
effectiveness level [29]. Meanwhile, a democratiader €nvironment. Meanwhile, Kumar and Sia [39] repotted
invites employees and team members to share timit i the work environment positively affects employee
on decisions but ultimately retains decision-makifigis €ngagement. In such an environment, tasks are likele
technique enables these individuals to take confrtiieir t0 be completed successfully, reducing work goald a
destinies and promotions and are motivated to vaarkl thereby making the employees feel more involved tie
instead of being financially rewarded [30]. Thestmiz- Organization [40].
faire management approach allows emp|oyees to Work The_following hypothesis was derived from the above
freely without interference and does not estatdigécific — discussion: _ _
goals [30]. Bureaucratic leadership is associatath w  H2: Internal control impacts employee engagement in
procedures or policies; if the rules do not protinetm, @ positive and significant way.
leaders can refer to their superiors [31].

2.6.3 Framework and hyphotesis for corporate

2.6 Conceptual framework and hypothesis reputation and employee engagement
devel opment A company's reputation is essential and boosts

261 Framework and hypothess for corporate employees’ confidence in their working environmdiftis
gover nance and employee engagement variable tends to affect their confidence in acinigv

Good corporate governance fosters a healthy workirgyStainapility, work comfort, etc. Ali and Ali [13tated

environment, which increases employees’ produgtivit &t corporz:tepreputtr?tloq zlgrgflc&ntly Z‘fe(its_ m‘:;hi
level of attachment. Indonesia's Committee for Coafe engagement. Peer the study by Men [41], this seem

Governance, or KNKG [16], reported that this valéab shows that it significantly _and positively affeetrslpl_oyee_
adheres to five fundamental principles: transparencEndagement [42]. Perceived corporate reputatioanis

accountability, responsibility, independence, aicthkess. essential pre(_jlctor of emplo_yee engagement. Itmu
employee fatigue and the intention to resign, eiren
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unstable working conditions [15]. Furthermore, camips 2.6.6 Moderating role of leadership style in corporate
with good reputations have advantages in hiringlepaes reputation
due to higher quality job applicants [43]. Leadership quality indicates how good the company's
The following hypothesis was derived from the aboveeputation is. The transformational leadershipestgbkes
discussion: the corporate reputable for being friendly to itgdoyees.
H3: Corporate reputation impacts employedn contrast, authoritarian leadership enables gtron
engagement in a positive and significant way. corporation and reputation [52]. Alfalah [53] sthtéhat
both leadership skills positively affect corporate
2.6.4 Moderating role of leadership style in corporate reputation. Stavrinoudis and Chrysanthopoulou [54]
gover nance further reported that possessing a high charismatic
A leader initiates corporate governance, and ipgim leadership resonates with a significant corporate
indicates that the leadership style is likely téeeff its reputation. Influential and creative leaders witkion are
implementation. The transformational leadershigesty essential in enhancing a company's reputation [B5¢y
most likely to employ a type of corporate goverratiat need to understand the different dimensions ofsiscio
pays attention to the employees’ opinions. Mearayhilmanage the situation effectively [56]. Preliminatydies
authoritarian  leadership styles conduct corporatgated that corporate reputation positively impacts
governance with little concern for employee opisiofhis employee engagement [13]. Based on some literanate
fact raises the question of whether leadershipestgin  opinions, leadership style as a moderating variafikcts
moderate corporate governance’s impact on stabrporate reputation with employee engagement.
engagement. Angus-Leppan et al. [44] reported that The following hypothesis was derived from the above
leadership style affects corporate social respditgibnd  discussion:
is part of corporate governance. This finding iglvin H6: Leadership style’s positive and significant
guiding corporate governance practices and stronghgoderating role in corporate reputation on employee
influences related matters [45]. Deliu [46] repdrthat engagement.
corporate governance ensures everybody benefita fro
using companies' resources. Good leadership i$ tata
successfully implementing corporate governance. [A7] Corporate
good leader creates systematic corporate goverrthate Governance
is easy for the employees to adhere [48], ultingate

affecting employee engagement with the firm [33]. Internal Control Employee
The following hypothesis was derived from the abov Engangement
discussion:
H4: Leadership style’s positive and significant Corporate
moderating role in corporate governance on employe Reputation
engagement.

Leadership Style

2.6.5 Moderating role of leadership style in internal
control

Leaders decide how the corporation executes iltern
control, so their leadership style significantlgtdies daily .
internal control practice. If the style fits theusition and
condition of the organization, then it makes inéigontrol
effective and efficient [49]. This thought alignsthwthe
finding of Dal Mas and Barac [50] that leadershiyes
affect internal control, especially internal audi
effectiveness. Aziz [51] also found that, espeyiafi tg 1 I\gaertnr;)(l)s;)rll?jggatacollection

democratic leadership, it will lead to engagemextanise _ " L
they listen to employee voices. Meanwhile, inteauitrol Questionnaires were distributed to forwarders or

positively impacts employee engagement [11]. Godggistics firms in Indonesia. The firms participegiin this

leaders tend to possess a robust internal conysiérs research must be the Indonesian Logistics and Fdess
[52], affecting employee engagement [37]. Association (ILFA) members. An online Google Foinkl

The following hypothesis was derived from the abov¥/@S Sent to respondents from October 14, 2021, to
discussion: Fepruary 22, 2022. However, of the 3412 companies
H5: Leadership style’s positive and significant@distered as ILFA members, only 353 were seledteis.
moderating role in internal control on employeeStUdy used purposive sampling method to select
engagement. respondents; the population is limited to speqgigople

who can provide the necessary information or meet t

Figure 1 Conceptual framework

Figure 1 explains six hypotheses in this studyhwit
ee direct influences of three independent végalon
employee engagement and the other three indirect
influences of leadership style acting as moderating
variables.
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criteria set by the study. The respondents congbris@rediction relevance — PLS predict coefficient, ad-
supervisors with at least two years’ work experieaad effect size.

graduates with a Diploma 3 (D3) or above. The gatare

compromised because when working for over two yeats Research results

and with better education, respondents are assumeds ] Characterigtic analysis

know better about their working corporate and Wile Table 1 illustrates the breakdown of respondents’

better judgment. It was discovered that, of the 80gnsitions divided into five categories: 40.70% bbse
respondents from the 380 companies who filled bet t g,eyed worked as a supervisor, 46.63% as a manage
questionnaire, only 742 of them from 353 firms wead g 2004 as a general manager, 4.99% as a directdr, an
based on sampling criteria. 1.48% as a commissioner. The distribution of redpats
) by tenure now includes employees with 2 to 5 yedrs

32 Dataanalysis _ service and employees with more than 5 years ofcser

The research used PLS-SEM with SmartPLS 4.@terestingly, 64.29% of respondents have workedhieir
software under outer and inner frameworks. Theyrrent employers for 2-5 years, and 35.71% haivegb
measurement of the outer model connects the latqRkir current organization over 5 years. The redpatis
variable with the manifest. Confirmatory factor Bs&  educational background went into three groups: vbelo
(CFA) measured the latent constructs’ rellabllltyda undergraduate (D|p|0ma), undergraduate, and
validity. Hair et al. [57] stated that the modedtteonsists postgraduate (Master/Doctor) Degrees. Incidentally,
of convergent and discriminant validities as wellirdernal 15 23% of the respondents had recently obtained a
consistency reliability. The structural model déses the piploma 3 degree, 51.89% had a Diploma 4 equivalent
relationship among variables. Its evaluation cassifR2, degree, and 32.88% were under a Master/Ph.D.

qualification.

Table 1 Descriptive analysis (respondents)

Characteristic Total Percentac
Working Positiol
Supervisa 302 40.70%
Manage 34¢ 46.63%
General Manag 46 6.20%
Board of Director 37 4.99%
Board of Commissione 11 1.48%
Total 74z 100.00¥
Working Perior
Two to five year 477 64.29%
More than five yea 26& 35.71%
Total 74z 100.00¥
Recent Educatic
Below Undergraduat 11z 15.23%
Undergraduat 38t 51.89%
Postgradua 244 32.88%
Total 74z 100.00%

Table 2 shows the division of companies in fiveeompanies that apply democratic, laissez-faire,
locations representing the main islands in Inda@nesibureaucratic, and authoritarian leadership styles.
84.42% of firms are in Java and Bali, 5.10% in Kalntan, Interestingly, 78.19% of companies applied demagrat
5.38% in Sumatra, 3.40% in Sulawesi, and 1.70%hero 3.12% applied laissez-faire, 13.88% applied bunesieg
parts of the country. Respondents from Java and Band applied 4.82% authoritarian leadership styles,
occupied the most significant portion as compaoesther respectively. It showed that most logistics firms i
areas. These company breakdowns are based on flmdonesia adopt a democratic leadership style.
leadership styles adopted. This category includes
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Table 2 Descriptive analysis (company)

Description Total Percentac
Company'’s Locatio
Java and Be 29¢ 84.42Y%
Kalimantar 18 5.10%
Sumatri 19 5.38%
Sulawes 12 3.40%
Other: 6 1.70%
Total 35z 100.00¥
Leadership Style Implement
Democrati 27¢ 78.19%
Laisse-faire 11 3.12%
Bureaucrati 49 13.88%
Authoritariar 17 4.82%
Total 35¢ 100.00%
4.2 Common method bias collinearity statistics (VIF) in the inner VIF vaulf the

PLS-SEM states that common method bias will happefiF value is higher than 3.3, then we can concltide

if the measurement method influences a value in @8} there is an indication of common method bias. Melew
This step was done to make sure the collectedvdaanot  if VIF numbers are 3.3 or lesser, we can concluue t
biased. The test was done by measuring the value ropdel is not under a common bias effect [59]. Teble

validates that all constructs are common methosHéee.

Table 3 Common method bias

CG CR EE IT
CG 3.21- 3.10¢ 3.27¢
CR 3.24¢ 3.27: 3.20¢
EE 3.23i 3.10¢ 3.29¢
IC 3.23¢ 3.12¢ 3.19:

Based on Table 3, the VIF in each variable prodacesAVE value > 0.5 and a loading factor higher thaf, O.
value < 3.3, meaning that the data was not symptomseaning all indicators were valid to measure eatént

biased. variable [60]. From the reliability test resultsjs evident
that all latent variables have CR (Composite Réitgp
4.3 Outer modd analysis and CA (Cronbach Alpha) values > 0.7 and are dedlar

Table 4 shows the data processing results where egliable [59]. This fact shows that all the dimemsi used
indicators of dependent and independent variatdee hn as measuring tools are valid and appropriate fahea
construct.

Table 4 Convergent validity and reliability test

Construct Indicator: Loading Factc AVE CA CR
X.1.1 0.87¢
X.1.2 0.86¢
Corporate Governance X.1.2 0.86i 0.757 0.920 0.940
X.1.4 0.84¢
X.1.5 0.88¢
X.2.1 0.82¢
X.2.2 0.881
Internal Control X.2.3 0.871 0.754 0.918 0.939
X.2.4 0.90:
X.2.5 0.85:
X.3.1 0.78¢
X.3.2 0.84:
Corporate Reputation X.3.2 0.81( 0.677 0.904 0.926
X.3.4 0.853
X.3.5 0.84:
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Construct Indicator: Loading Factc AVE CA CR
X.3.€ 0.79¢
Y.1.1 0.90:
Y.1.2 0.90(
Y.1.2 0.84;
Y.1.4 0.87i
Y.1.t 0.82i
Employee Engagement Y.1l.€ 0.89( 0.773 0.971 0.974
Y.1.7 0.881
Y.1.8 0.907
Y.1.¢ 0.891
Y.1.1C 0.86(
Y.1.11 0.88¢
4.5 Inner model analysis contributed (0.800) to employee engagement. Inrothe

The coefficient determination value (R2) in Fig@e words, it explains 80% of these constructs.
shows that three independent variables strongly

X1
—_
X1.2 0879
0869 >~
X1.3 4— 0867 —
0849 “Y1 & |
X1.4 0.885 Y1.10
X1.5 / -
¥1.11
0326 0903
X211 ¥1.2
DEBSM
xX22 0.823 Y1.3
0.881
K23 4—0.877 = 0317 Y14
03902
x24 0.857 Y15
Internal Employee
%25 Control Engangement Y16
0.324 N Y17
X3 -
'\\ \ -
Y1.8
a2 0.785 -
X33 Y10
X34
t.-"'
X35 0.796 Corporate
i R tati
..' eputation
X3e

Figure 2 Structural model without moderation
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M
v
x1.2 0.879
o869
X1.3 4—0.867 —
0.849 ;1 1
14 ; .
% 0.885 Coiporate Cais Leadership Y1.10
. Governance Style / -
sk ¥1.11
0.313 -0.115 0.291 0903
¥2.1 0.860_-~ y1.2
xX22 0823 ¥1.3
0881 !
X233 4—0877 — 0.186 0.877 —» Y14
0.902
X24 0.857 i . Y15
nterna
Control '351\\‘
X25 go7 >y YiS
0.304 0.056 0.065 0891\ s
X3.1 \ —
S Y1.8
Xia 0.785 o
0.843 (B8] Y19
X33
*—0,810 —
‘._.-O.BS?:_:
F""
X35 0.796 Corporate CRXLS CGXLS
: " Reputation
'
X36

Figure 3 Structural model with moderation
The predictive-relevance value was tested using tA#ge model is presumed to have good predictive power
PLSpredict technique to illustrate that each exogen when the RMSE value in PLS is less than LM [59bl€a
variable’s indicators can predict the endogenouibates. 5 illustrates the PLSpredict figures.

Table 5 PLSpredict analysis

Simonsion _PLS LM PLSLM
'MENSION "OMSE MAE 2 predic RMSE MAE 2 predic RMSE MAE Q2 predic

Y11 0.46¢ 0.36( 0.68¢ 0.46¢ 0.36(  0.68¢ -0.00;  0.00C  0.00:
Y.1.2 0541 0.41¢ 0.62° 0.55¢  0.41¢€  0.60: 0.01¢ 0.00: 0.01¢
Y.1.3 0.51¢ 0.41€ 0.61] 052 0.41¢  0.60: -0.00€ 0.00C  0.00¢
Y.1.4 053 0.43¢ 0.61¢ 053¢  0.43¢  0.60: -0.00¢ -0.00; 0.01
Y.15 0.56] 0.45. 0.55: 0581 0.46;  0.52( 0.02( -0.01C 0.03:
Y.1€ 0.48: 0387 0.62( 0.49: 038  0.60: -0.011 0.00: 0.017
Y.1.7 0.49C 0.397 0.60( 050 0.39¢  0.58( 0.01: -0.007 0.02(
v.18 0501 0.40: 0.63 0.51f  0.40¢  0.61 -0.01¢ -0.00¢ 0.02(
Y.1.9 0.59:  0.43¢  0.60¢ 0.59¢ 0.43¢  0.60¢ -0.00:  0.00C  0.00¢
Y.1.1¢ 049t 0371 0.6 051¢ 0.38] 0.57¢ 0.02¢ -0.01C 0.04¢
Y.1.11 058  0.42¢  0.55( 0.59¢  0.44€  0.53: -0.011 -0.017 0.01]

Note: The letter in italics shows that RMSE PLStsatis RMSE LM

The model is declared to have good predictive power
because Table 5 data shows RMSE value lesser ltean t
LM.
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Table 6 f2 — Effect size analysis

Path F-Square Category
CGon EE 0.171 Moderat¢
IC on EE 0.157 Moderat¢
CR on EE 0.155 Moderate

The f test calculates each effect of exogenous variablds Hypothesistesting
on the endogenous variable. Based on the resuttedf Table 7 shows that hypotheses 1, 2, 3, 4, and & wer
— effect size calculation in Table 6 which shows # accepted. On the other hand, the fifth hypothesjsdied
square () value is within the range of 0.15 to 0.34, itthat leadership style did not enhance internal robat
means the exogenous ones have moderate effect®eondffect on the dependent variable in a positive and
endogenous variable. significant way.

Table 7 Hypothesis testing

. . . Path P Hypothesis
Hypothesis Path (Relationship) Coefficien t-value Value Conclusior
H1 CG on EE 0.326 7.004 0.000 Accepted
H2 IC on EE 0.313 5.621 0.00( Accepte
H3 CR on EE 0.32¢ 5.113 0.00( Accepte
H4 LS to CG on EE 0.065 1.970 0.025 Accepted
H5 LS to IC on El -0.11¢ 3.77: 0.00( Rejectel
H6 LSto CRon El 0.05¢€ 2.00¢ 0.02% Acceptel
5 Discussion raising engagement. This fact means the compardsriee
5.1 Thediscussion of hypothesis 1 strictly implement its internal control becauseids to the

The proven first hypothesis implies the better thi€ling of being treated fairly and thus increaseployee
corporate governance practice, the more employees §ngagement. This result aligns with Maslow's Theory
engaged. Good corporate governance informs empoyeéhereby people have needs, with a sense of faimreds
of the establishment’s rules, vision, and missiis fact = Security at the second level [8]. Meanwhile, wiieese
means companies need to ensure the value of theit g N€€ds are met, it leads to higher engagement.
corporate governance is following employee valqéss ~ Mutnuru - [11]  stated that internal  control
fact aligns with the goal-setting theory that havipecific Implementation directly relates to employee engagem
and ambitious goals leads to enormous performaBice [Ievel. This finding aligns with Meijman and Muldf2]

An increase in performance causes employees to f@ld Kumar and Sia [39] that implementing good maeér
comfortable at work, ultimately increasing theircontrol creates a more productive work atmosphea¢ t

engagement. This result aligns with the researdtiirfiys K€ePS the employees engaged. Furthermore, Bakgr [4
by Vogelsang et al. [61], and Yue et al. [33] o #bility stated that a positive work environment where the
of good governance to increase employee engagem8HipPloyees feel involved and proud leads to moreisbb
through the implementation of the transparency dsien.  [Inancial performance and lower employee resigmatio
Also, implementing accountability in good corporatel "€ environment makes them feel happier, theredmirig
governance increases employee engagement. WH@rncreased organizational performance and predtyct
companies carry out their responsibilities witreanellent Saratun [10] stated that good internal control initthe
corporate governance dimension, they create a sainseCorporation increases the level of trust and faisnevhich
pride in employees, ultimately increasing theiraggment IS0 affects employees’ perception of the company.

[62]. This fact is in line with the studies by $é&it and i . .

Mehmetoglu [35] and Bandura and Lyons [36], those-3 Thediscussion of hypothesis 3 _
independent organizations carry out certain agit ~ 1he third hypothesis shows corporate reputation
without being influenced by outsiders, thereby émsing Positively and significantly impacts the dependent
the employees' sense of security at work. O’Coramat variable. This statement means if a company's atiput

Crowley-Henry [37] and Saratun [10] stated that faiimproves, its employees will be more engaged. Eyegle
Corporate practice must provide equa| opportunittes need material and non-material beneflts, suchsasse of

every employee to boost their engagement. pride. Besides, any company with good branding also
possesses better employee retention [14]. Thisnf@eins
5.2 Thediscussion of hypothesis 2 the company always needs to maintain its reputation

The second hypothesis proves that a properRPSitiveW becau_se it Ie_ads to employee pride and
implemented Internal  Control system positively angngagement. This fact aligns with the expectaneprth

significantly affects Employee Engagement. An exianyp that a person tends to act a certain way towarers{i5].
implementation of this process leads to faimesbwork Working for a reputable company boosts the empisyee

effectiveness, thereby boosting employee comfod airide, which triggers engagement. This fact is stest
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with Maslow's hierarchy theory that employees havihe democratic approach enables leaders to make fir
needs, with pride at the fourth level [8]. The &gy Ali  decisions and implement internal control more éifety,
[13], Men [41], Shirin [42], Shirin and Kleyn [14hnd and this result aligns with the finding of Igbaladt [65].
Santa et al. [63] stated that a positive corporate rafiolh ~ Grobler [49] and Dal Mas and Barac [50], stated #zeh
makes staff more engaged. Furthermore, Ali et &] [ leadership style influences corporate internal rmbnt
reported that a good corporate reputation reduogtogee Meanwhile, Mutnuru [11], and Kumar and Sia [39],
fatigue, even in unstable working conditions, inidhg the reported that internal control makes staff feel enor
willingness to resign. This fact is under the stumy attached to their employer. This fact means leaukessd to
Gatzert and Schmit [43] that companies with goodnplement a compatible leadership style, mainlyaose
reputations are advantageous in hiring employeds withis study was conducted in Indonesia, known far it
higher qualifications. diverse cultures; thus, the requirement of eaclvichaal
in the company is different. The democratic leddigrs

5.4 Thediscussion of hypothesis 4 style became one of the best to implement becaluige o

The fourth hypothesis demonstrates that leadershiillingness to appreciate employees’ feedback.
style reinforces corporate governance’s effectsThact
suggests that a more decisive leadership stylefuvtther
boost corporate governance’s effect on making $éesff
more attached to the organization. This fact mésaders
need to retain the style of leadership implemebtmhuse
it positively affects how the corporate is goverratl

5.6 Thediscussion of hypothesis 6

The sixth proven hypothesis means that a stronger
leadership style will moderate corporate reputasieffect
on the dependent variable. The leader's activfgcts the
firm's reputation and staff engagement. These decthat
affects employee engagement. The application dtiie leaders’ coaching skills have pros and congaatgon
leadership style shall follow the characteristidsam staff turnover intention and happiness, respegtivel
organization. This statement is consistent with thieading to employee engagement [33]. Each type of
contingency theory that the best course of ac8do rely leadership style gives the corporation a different
on changes in internal and external situations .[22jeputation. For instance, the authoritarian leddprstyle
However, applying a democratic leadership style isreates the impression of democratic safety andiardm

currently better because it makes the leader listénput
from subordinates capable of
governance, which aligns with the study done byalait
al. [65]. This variable helps to guide corporateggoance
practices [46,66],
[32,34]. O’'Connell [47] reported that leadershidesis the

while Laissez-faire provides the trust with the negsion

improving corporatef strict rules. This fact aligns with Men and $=¢52]

that leadership styles increase employee engagement
depending on their application and portray différen

leading to employee engagemergputations. This means that leaders must impletheit

leadership to the extreme to lead to a more sutistan

primary key to successfully implementing corporateeputation and employee engagement. Men and J&2ks

governance frameworks, which tends to increase@repl

and Dutot [67] stated that each leadership stylectsf

engagement [38]. Corporate governance’s influene o employees' perceptions of an organizational rejoutat
employee engagement is enhanced by leadership style Meanwhile, Ali and Ali [13], Men [41], and Shirid 2]
[66]. reported that corporate reputation has a dire@cefbn
employee engagement. The findings also align with

5.5 Thediscussion of hypothesis 5 Olmedo-Cifuentes and Martinez-Le6n [68] that a

The fifth hypothesis demonstrates that the leadrshparticipatory and competitive leadership style fasly
style significantly reduces the impacts of intercahtrol ~affects employees’ views of corporate reputation.
on employee engagement. Each has its advantages Aedording to Alfalah [53], wise leaders can quickigopt
disadvantages in influencing internal control. Hoarethe different leadership styles in response to differen
stronger the style, the weaker the internal contsol Situations. Previous results supporting this stbyiyl ee
leadership style changes according to the situadiosh [55] show that successful companies depend oreinfial
condition. For example, some need to be giventstriies, and creative leaders with a vision to enhance their
freedom, and greater listening opportunity. Idegatlye reputations.
authoritarian leadership style strengthens thetguafithe
control mechanism. 6 Concluson

On the contrary, the influence of the democratjtest In summary, research results have shown that good
on the implementation of internal control signifitlg  corporate governance positively and significanibreéases
affects employees' competence and ability to maksmployee engagement. The strict internal contrattre
decisions. In a democratic leadership style, tieeusually also positively and significantly improved employee
a conflict between the corporation and the interedt engagement. Similarly, an excellent corporate ajmrt
every individual. The leader's willingness to agt was also proven to positively and significantly ante
employees’ feedback and make correct decisions d#nployee engagement. Senior management teams in
essential to maintaining good internal control. fEfiere, |ogistics companies in Indonesia need to put serafort
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into ensuring good governance practices and stwictrol
programs in their respective firm to deliver rel@land Public Health Vol. 30, No. May, pp. 175-201, 2009.
trustworthy financial results and set up a morédsstaff [4] DIAZ-CARRION, R., LOPEZ-FERNANDEZ, M.,
engagement level. As for corporate reputation, yever ROMERO-FERNANDEZ, P.M.: Sustainable human
employee must ensure the company’s image is képbga resource management and employee engagement: A
doing all company activities per law and regulagion holistic assessment instrumen€orporate Social

The study also revealed that leadership style was Responsibility and Environmental Managemeérl.
influential in improving corporate governance and 27, No. 4, pp. 1749-1760, 2020.
reputation’s influences on employee engagementth®n [5] HAYDON, R.: Decision Wise: What Are CEOs Saying
contrary, it decreased internal control’s effeceamployee About Employee Engagemenf®nline], Available:
engagement. Indonesian logistics industry leademstm  https://decision-wise.com/what-are-ceos-saying-
determine the most suitable leadership style udifferent about-employee-engagement [30 Mar 2023], 2020.
conditions. This fact is because no single leaderstyle [6] AGYEMANG, C.B., OFEl, S.B.: A Comparative
is compatible with all situations. There must beaéance Study of Private and Public Sector Organizations,
among the selected leadership types to ensureter bet European Journal of Business and Innovation
engagement level. Finally, senior management tesiths ResearchVol. 1, No. 4, pp. 20-33, 2013.
have to see a more comprehensive approach fromnarhu [7] DEMING, D.J., NORAY, K.: Earnings Dynamics,
resource perspective and accounting and businessChanging Job Skills, and STEM Careershe
commercials to improve employee engagement quality  Quarterly Journal of Economi¢c&/ol. 135, No. 4, pp.
the office. 1965-2005, 2020.

[8] ELLIOTT, G., COREY, D.:Build it: The rebel

7 Limitations and futureresearch playbook for world-class employee engangemintin

The present study only used four variables to disco _ Wiley & Sons, Inc, 2018.
factors affecting employee engagement in Indonesid®l HARTER, J.K., SCHMIDT, F.L., AGRAWAL, S.,
logistics companies. There could be more variabtes ~ BLUE, A, PLOWMAN, S.K., JOSH, P., ASPLUND,
study their influence on employee engagement. Thiere ~ J.: The Relationship Between Engagement at Work and
future studies must use additional or new variattes ~ Organizational Outcomesl0" ed., Gallup, October,
enrich prospective findings. Also, while this studsas 2020.
conducted only in the logistics industry, employeél0] SARATUN, M.: Performance management to
engagement may look different in other sectorsrdfoee, enhance employee engagement for corporate

concept for public health practicAnnual Review of

future research can choose other various indugtigesst
the research's generalizability effectively. Theegrch
also does not explicitly focus on groups of genenatsuch
as boomers, millennials, and generation Z. Futtudies
can use this room better to understand differergl$eof

[11]

sustainability, Asia-Pacific Journal of Business
Administration Vol. 8, No. 1, pp. 84-102, 2016.
https://doi.org/10.1108/APJBA-07-2015-0064
MUTNURU, S.: The Role of Internal Controls on
Employees’ Engagement in Small Organizations,

Journal of Business Studies QuarteNol. 7, No. 4,
pp. 102-114, 2016.

MEIJMAN, T.F., MULDER, G.: Psychological
aspects of workloadn: P. J. D. Drenth, H. Thierry,
& C. J. de Wolff (Eds.), Handbook of work and

employee engagement among generations.
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