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ABSTRACT: In the era of digitalization, the concepts of digital leadership, employee digital skills, and organizational performance
are closely interconnected. Leading an organization in the digital era requires a different set of skills, tools, and mindset s. To keep
pace with the evolving needs of the organization, digital leaders must engage and empower employees to utilize digital
technology. The goal is to enhance organizational performance. A digital leader must possess a deep understanding of technology
and promptly integrate it into business processes. Involving employees with digital skills is an effective strategy to expedite the
success of organizational performance. This study explores the relationship between digital leadership, employee digital
capabilities, and organizational performance in the public transportation sector of West Java. The empirical data indicates that
organizations led by digital leaders tend to achieve better performance by leveraging technology for operational efficiency,
innovation, and customer service. The research emphasizes the need to understand how digital leadership practices positively
impact organizational performance through the involvement of employees with digital skills. The study employs a quantitative
approach, using a survey to examine the causal relationship between variables. The results indicate a significant positive
relationship between digital leadership, employee digital capabilities, and organizational performance. Digital leadership drives
technology adoption and innovation, with leaders serving as role models for their employees. The findings can be utilized as a
reference for organizations to optimize their resources, specifically their employees.
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. INTRODUCTION

The rise of digital technology, as evidenced by artificial intelligence, blockchain technology, cloud computing, big data
analytics, internet of things, and 5G, is driving a new wave of economic and industrial revolution and changing the overall
management of organizations (Peng, 2021). This phenomenon requires organizations to be able to adopt technological
developments quickly and appropriately in order to maintain a competitive advantage. Several growing companies in Indonesia
such as Airyrooms, JD.ld, Fabelio, Sorabel, Stoqo, CoHive, Tanihub were forced to declare bankruptcy because they experienced a
significant decline in organizational performance due to not being able to respond quickly to technological changes that
occurred and the company's lack of skills in digitizing the business so that many lost resources and were unable to survive
(https://www.cnbcindonesia.com/tech/20230411104245-37-428863/8-startup-ri-yang-pernah-terkenal-sekarang-tutup-dan-

bangkrut).
The negative impact of reduced organizational performance is extensive and can affect various operational, financial, and

reputational aspects of the company. The decline in sales and profitability with high operating costs results in a domino effect
(Sheaffer et.al, 2009) including a decrease in customer confidence in the organization's products or services which results in
customers switching to using competitors' products or services, loss of investor confidence in the organization (Gavrea et.al, 2011;
Karakas, 2010; Alshurideh et. al, 2022), reduce employee motivation which results in high turnover (Park & Shaw, 2013; Al-Suraihi
et.al, 2021), hinder innovation and product development (Lee et.al, 2022; Alrowwad et.al, 2020) and allow violations of industry
regulations and standards which result in organizations getting sanctions, fines, and litigation (Wall et.al, 2015).

Trans Metro Pasundan (hereinafter written as TMP) began operating in December 2021 which is managed by the Directorate
General of Land Transportation as an effort to provide affordable and comfortable land transportation facilities for the community,
especially in the West Java area. TMP adopts digital technology to improve service quality, such as the implementation of cashless
payment systems and mobile applications for ticket purchases. This is also supported by the application of geographic
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information system (GIS) integration for route optimization and fleet monitoring. In addition, as an effort to improve the user
experience of using TMP transportation modes, free Wi-Fi facilities are provided in all TMP bus fleets.

Despite its various digitization efforts, TMP still faces challenges in terms of data integration between different systems. The
lack of digital competence among employees is an obstacle in optimizing the use of technology that has been adopted. Rapid
technological changes mean that TMP must continue to invest in system development and digital-based employee training.
Employee training and development is costly and must fit into busy work schedules, making it difficult for employees to attend
training. Some employees may feel uncomfortable or afraid of technological change, making it difficult to improve employees'
digitalization skills. This can be bridged by the leader's role as a role model in adopting digital technology by inspiring and
motivating employees to embrace change. A digital leader seeks to collaborate with technology startups, universities, and research
institutions to gain access to the latest technologies and innovations and regularly measure and evaluate the impact of digitization
initiatives, and make adjustments if necessary. Digital leaders play an active role in overcoming employee resistance to
technological change by providing clear explanations, involving employees in the decision-making process, and providing the
necessary support.

There are a number of studies that discuss the relationship between digital leadership and organizational performance (Oberer
& Erkollar, 2018; Shariq et.al, 2022; Ghamrawi & Tamim, 2023; Peng, 2021; Shin et.al, 2023) which provide results that digital
leadership has a positive effect on organizational performance. Mihardjo et.al (2019) found that digital leadership h as a positive
relationship with business model innovation and digital maturity. While Abidin's research (2022) states that there is a positive
influence between digital leadership and digital skills with digital collaboration mediation. Furthermore, the results of research by
Benitez et.al (2022) resulted in digital leadership that affects innovation performance by digitizing the company platform.

Other results were found by Muniroh et.al (2022) who found that digital leadership does not directly affect organizational
performance under certain conditions. There is a research gap regarding the effect of digital leadership on organizational
performance, the role of employee digital skills as a mediating variable on organizational performance has not been widely
examined. Therefore, this study estimates that there is a correlation between digital leadership mediated by employee digital
skills to improve organizational performance, especially in public transportation companies such as TMP. Based on this, this study
aims to answer the following questions:

RQ1: How does the role of digital leadership affect the organizational performance of the West Java public transportation
sector?

RQ2: How does the role of digital leadership affect the digital skills of employees in the West Java public transportation sector?

RQ3: How do employees' digital skills affect organizational performance in the West Java public transport sector?

RQ4: How do employees' digital skills mediate the relationship between digital leadership and organizational performance
in the West Java public transport sector?

Il. LITERATURE REVIEW

Garcia et.al, 2012 and Al Khajeh, 2018 stated that a leader has the main responsibility to formulate a clear vision, become a
role model to motivate employees, and implement effective strategies to improve organizational performance. A leader's skill to
recognize early signs of performance decline (Wong and Law, 2017), analyze the causes, and take appropriate corrective actions,
is decisive in the process of organizational recovery and development (Castelli, 2016). In addition, leaders must also be able to
manage change and innovation, develop team skills, and build an adaptive and high performance-oriented organizational culture
(Szczepanska, 2015).

In the digital era and Industrial Revolution 4.0, the role of digital leadership is also becoming increasingly important. Leaders
must understand and adopt new technologies that can increase operational efficiency and improve organizational performance.
Digital leadership is not only about using technology, but also about changing the way the entire organization works and thinks in
order to respond quickly and effectively to market dynamics to gain greater opportunities for organizational success (Abbasi et.al,
2023). Therefore, leading an organization in the digital age requires different skills, tools, and mindsets than in th e past (Kohnke,
2017). To keep up with the changing needs of the organization, leadership is needed that is able to involve and encourage all
employees in utilizing digital technology so that organizational performance can be created optimally (Schwarzmdller, 2018). This
leadership style is referred to by some experts as digital leadership.

Digital leadership is the skill of a leader to integrate digital technology into organizational strategy and daily operations, in
order to create added value, improve efficiency, and maintain the company's competitiveness in a changing market (Volschenk,
2019; Mwita & Joanthan, 2019). Digital leaders are responsible for creating a strategic vision that integrates digital technologies
into business operations and processes, and inspires technological innovation and adaptation across the organization. Somerville
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(2013) asserts that critical thinking, adaptability skills, resilience, and openness to new ideas and technologies are important traits
of digital leaders. Therefore, digital leaders have a great impact because new skills are needed to effectively lead sustainable
organizations in order to achieve optimal organizational performance in a dynamic digital environment. Based on this, the
hypotheses are:

H1: There is a positive relationship between digital leadership and organizational performance.

The capacity to use digital technologies is reflected in employees' digital skills, expertise and technical knowledge (Basselier
et.al, 2001). Two examples of employees' digital skills are the capacity to actively exchange information and documents through
digital platforms, such as cloud services and the capacity to use digital channels (such as mobile platforms and social media) to
integrate in communication with leaders. Therefore, the impact of digital leadership in terms of digital products/services and
processes can be optimally amplified by employees' digital skills. Employees with a high level of digital skills can monitor workflows
in real time and make them more visible. Based on this, the hypothesis is:

H2: There is a positive relationship between digital leadership and employee's digital capabilities.

Employee digital skills enable the effective implementation of digital strategies, with the skills and knowledge required to use
new technologies efficiently (Shin et.al, 2023). Continuous training and development in employee digital skills ensures that
organizations can leverage digital tools and platforms to increase productivity, operational efficiency, and improved organizational
performance. According to Ritter and Gemiinden (2004) the results of such work can be utilized, for example, to improve or
develop new digital products/services or processes and, ultimately, improved organizational performance. Based on this, the
hypothesis is:

H3: There is a positive relationship between Employee's digital Capabilities and organizational performance.

Identification of processes that can be modified or improved for organizational performance using digital technologies is
possible. The synergy between strong digital leadership and high digital skills among employees is key to achieving competitive
advantage and successful organizational performance in the era of the Industrial Revolution 4.0. Therefore, employee digital
skills act as a mediating factor between digital leadership and organizational performance. Based on this, the hypothesis built is:
H4: Employee's digital capabilities positively mediate the relationship between digital leadership and organizational
performance.

Based on the statements that have been described, the research model is as follows:

H4
Employee’s Digital
Capabilities
H2 H3
Digital H1 .| Organizational
Leadership g Performance

Figure 1. Research Model Source: Author data processing

lll. RESEARCH METHODOLOGY

The quantitative approach is used to see how much the causal relationship of each variable is using a survey through an online
guestionnaire as a data collection tool to see how and under what conditions digital leadership affects organizational performance
by considering the influence of employee's digital capabilities. The sample used used a purposive sampling method with
respondents of Trans Metro Pasundan company employees in the West Java region who had worked for at least 1 year in order
to provide a real assessment according to company conditions.

At the data collection stage, respondents were asked to rate their perceptions of the three variables in the study using a 5-
point Likert scale. The measurement of each variable in this study was adopted and modified from previous research.

.Digital Leadership is measured by six items developed from Ulutas and Arslan's (2018) research.

Organizational performance is measured by 5 items adapted from Heeseok's (2003) research.

.Employee's digital capabilities are measured by 5 items adopted from the research of Rosin et. al. (2021)

The data that has been obtained will be analyzed using the SEM method using SMARTPLS to see the causal relationship that
exists in the study.
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IV. RESULTS AND DISCUSSION
Demographic Characteristics Of Respondents

Based on the demographic data of the respondents, the majority of participants in this study were male (54.7%), while
women contributed 45.3%. In terms of age, the largest group is in the range of 25-34 years (32.8%), followed by 35-44 years
(29.2%) and 45-54 years (21.9%), indicating that respondents are dominated by individuals in the productive age range. In terms
of education, most respondents have a Bachelor's degree (S1) educational background at 47.4%, followed by Master's degree (S2)
at 21.9%, indicating a fairly high level of education in this population. In addition, based on the level of digital kno wledge, the
majority of respondents are in the Intermediate category (51.1%), while 30.7% have Advanced skills, and 18.2% fall into the
Beginner category, indicating that most respondents have fairly good digital skills.

Outer Model/Measurement Model
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Figure 2. Outer Model/Measurement Model
Source: Author data processing

Indicators forming latent variables are said to be valid if they have a correlation or outer loading value> 0.70 according to Chin
(1998) in Ghozali (2014). In this study, all indicators have a value> 0.70, with the smallest validity value of 0.703 in the employee's

digital capabilities indicator and the largest validity value of 0.862 in the digital leadership indicator.

Table I. Convergent Validity and Reliability Testing

\Variable/Construct Mean OL SD t Value CR AVE
DL1 4.24 0.799 0.075 10.693
DL2 3.87 0.770 0.050 15.363

Leadership (EL) DL3 4.18 0.741 0.046 16.051 0.906 0.617
DL4 4.45 0.765 0.058 13.125
DL5 4.40 0.859 0.033 26.272
DL6 4.27 0.761 0.059 12.913
EDC1 4.29 0.706 0.048 14.640

Employee’s Digital  [EDC2 4.31 0.782 0.042 18.639

Capabilities (EDC)  [EDC3 4.66 0.748 0.062 12.082 0.873 0.579
EDC4 4.47 0.788 0.049 16.012
EDC5 4.30 0.776 0.059 13.257
OP1 3.90 0.717 0.054 13.210

Organizational OP2 4.56 0.715 0.061 11.689

Performance (OP)  |OP3 4.36 0.743 0.066 11.287 0.869 0.571
OP4 3.95 0.831 0.033 24.751
OP5 4.17 0.779 0.059 13.062

Note: OL = Outer Loading; SD = Standard Deviation; CR = Composite Reliability; AVE = Average Variance Extracted

Source: Processing author data
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Based on the results of convergent validity and reliability analysis (Table 1), all variables in this study show values that meet the
recommended criteria in PLS-SEM. The Outer Loading (OL) value for each indicator is above 0.70, indicating that each indicator
has a strong enough contribution in measuring its respective construction. In terms of Composite Reliability (CR), all variables have
values above 0.70, with Digital Leadership (0.906), Employee's Digital Capabilities (0.873), and Organizational Performance (0.869),
indicating that the research instrument has an excellent level of reliability. In addition, the Average Variance Extracted (AVE) value
for all variables is also more than 0.50 (Digital Leadership = 0.617, Employee's Digital Capabilities

=0.579, and Organizational Performance = 0.571), which confirms that this model has sufficient convergent validity, where more
than 50% of the construct variance can be explained by its indicators. Thus, the instruments used in this study can be considered
valid and reliable to measure the relationship between Digital Leadership, Employee's Digital Capabilities, and Organizational
Performance.

Discriminant Validity Testing

After ensuring convergent validity and reliability, the next step is to test discriminant validity to ensure that each construct in
the research model has a clear difference from one another. This test is needed to ensure that the Digital Leadership, Employee's
Digital Capabilities, and Organizational Performance variables do not experience overlapping in their measurements, so that each
construct actually measures a different concept. Discriminant validity is evaluated using the Fornell-Larcker Criterion and the
Heterotrait-Monotrait Ratio (HTMT). Based on the Fornell-Larcker Criterion (Table 2), the AVE square root value of each variable
(DL=0.786, EDC=0.761, OP = 0.756) is higher than the correlation between other constructs, indicating that each variable is more
related to its own indicators than to other variables. In addition, the HTMT results show that all values are below the 0.85 threshold
(DL-EDC = 0.628, DL-OP = 0.475, and EDC-OP = 0.664), which means that the variables have clear enough differences and do not
experience multicollinearity problems. Thus, it can be concluded that this research model meets discriminant validity, so that each
construct tested is unique and not mixed with other constructs.

Table Il. Discriminant Validity Testing

Fornell-Larcker Criterion Heterotrait-Monotrait Ratio (HTMT)
DL EDC OP DL EDC OP
DL 0.786
EDC 0.531 0.761 0.628
OP 0.395 0.759 0.756 0.475 0.664
Source: Processing author data
Structural Model Testing
Table Ill. Structural Model Testing
Hyphotesis B R2 t Value Status
Hypothesis 1 PredictorDigital Leadership Organizational
Outcome Performance 0.411 0.576 3.936** Supported
Hyphotesis 2 Predictor |Digital Leadership
Outcome Employee’s Digital Capabilities 0.531 0.582 6.644%* Supported
Hyphotesis 3 PredictorEmployee’s Digital Capabilities
Outcome Organizational Performance 0.765 0.576 10.905**  |Supported
Hyphotesis 4 Predictor|Digital Leadership
Mediator Outcome Employee’s Digital Capabilities 0.406 5.279** Supported
Organizational Performance

Source: Processing author data

After evaluating the measurement model through validity and reliability tests, the next stage is evaluating the structural model
to test the relationship between variables in the study. This evaluation isimportant to assess the strength of the cau sal relationship
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between the Digital Leadership (DL), Employee's Digital Capabilities (EDC), and Organizational Performance (OP) variables and the
extent to which the model can explain the variance of the dependent variable through the R? value.

Based on the analysis results, Digital Leadership has a significant effect on Organizational Performance (f =0.411,t=3.936, p

< 0.01) with an R? of 0.576, which indicates that 57.6% of the variance in Organizational Performance can be explained by the
model. A strategic vision that integrates digital technology into operations and business processes, and inspires technological
innovation and adaptation throughout the organization will have a direct impact on organizational performance. Leaders at Trans
Metro Pasundan (TMP) have successfully integrated digital technology into operations and business processes by implementing
technologies such as cashless payment systems, mobile applications for ticket purchases, and geographic information system (GIS)
integration for bus route and schedule optimization and anticipating customer needs. In line with Somerville's (2013) research,
leaders in TMP need to have critical thinking, adaptability skills, resilience, and openness to new ideas and technologies to improve
various aspects of organizational performance, such as: increased operational efficiency through route and schedule optimization,
increased customer satisfaction through more convenient and accessible services.

Furthermore, Digital Leadership also has a strong influence on Employee's Digital Capabilities (B = 0.531, t = 6.644, p < 0.01)
with an R? of 0.582, indicating that digital leaders play a crucial role in improving employees' digital skills, expertise, and technical
knowledge, as stated by Basselier et al. (2001). This is in line with the research findings that employees' capacity to use digital
technologies is reflected in their digital skills, which include the ability to exchange information and documents th rough digital
platforms and the use of digital channels (such as mobile platforms and social media) to communicate. At TMP, digital leaders
encourage employees to become more proficient in using mobile apps to monitor bus movements in real time, ticket purchases
and cashless payments through the “Teman Bus” app as well as utilizing cloud platforms to share operational data more efficiently.
In addition, employees who are skilled in using digital technology can complete tasks more quickly and accurately, and contribute
to the improvement of overall organizational performance.

In addition, Employee's Digital Capabilities has the largest influence on Organizational Performance (f = 0.765, t = 10.905, p <
0.01), which indicates that employee's digital capabilities are a key factor in improving organizational performance. TMP
employees who have good digital skills are critical to achieving optimal organizational performance. Thisis in line with the research
of Shin et.al, 2023 which states that employee digital skills enable effective implementation of digital strategies, with the skills
and knowledge needed to use new technologies efficiently. This is evidenced by the use of technology implemented at TMP, such
as cashless payment systems, mobile applications, and GIS. The ability to analyze data from GIS can assist in route and schedule
optimization, thereby reducing passenger waiting times and improving operational efficiency. Employees who are proficient in the
use of cashless payment systems, can speed up the transaction process, and reduce errors that may occur when using cash
transactions. In addition, employees who are skilled in using digital technology can provide better services to passengers by
assisting passengers in using mobile applications, providing information on schedules and routes, and solving problems that may
arise. By improving the digital capabilities of employees, TMP can achieve various aspects of organizational performance, such as:
increased operational efficiency, improved customer satisfaction, increased competitiveness, and better data management.

The analysis also shows the existence of mediation effects, where Digital Leadership affects Organizational Performance
through Employee's Digital Capabilities (B = 0.406, t = 5.279, p < 0.01), corroborating the significant mediation role. The synergy
between strong digital leadership and high employee digital skills is key to achieving competitive advantage and organizational
success in the era of Industrial Revolution 4.0. Effective digital leadership creates an environment that supports the development
of employees' digital skills. Employees with high digital skills are able to utilize digital technology to improve organizational
performance.

Applied to Trans Metro Pasundan (TMP), a digital leader encourages employees to use mobile apps and geographic information
systems (GIS) to monitor and optimize bus routes, identify traffic patterns, anticipate delays, and take necessary actions to improve
efficiency. Thus, strong digital leadership, supported by high employee digital skills, can result in significant organizational
performance improvements.

Overall, this research model has a strong and significant relationship, and shows that digital leadership not only has a direct
impact on organizational performance, but also through improving employees' digital capabilities as a key mediator. After
evaluating the structural model and ensuring that the relationship between variables is significant, the next step is to test the
predictability of the model using the Q? (Predictive Relevance) value. This test aims to assess the extent to which the model has
predictive ability of the dependent variable. Based on the analysis results, the Q? value for Employee's Digital Capabilities is 0.339,
and the Q? for Organizational Performance is 0.466. A Q? value greater than zero indicates that the model has predictive relevance,
where the exogenous construct (Digital Leadership) can predict the mediating variable (Employee's Digital Capabilities) and the
main endogenous variable (Organizational Performance). The Q? value of 0.466 on Organizational Performance and 0.339 on
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Employee's Digital Capabilities indicates that the model has a fairly strong level of predictability . Thus, this research model can
be said to have predictive relevance in explaining how Digital Leadership and Employee's Digita | Capabilities contribute to
improving Organizational Performance.

Table IV. Predictive Analysis

Construct Q? Predictive Relevance
Employee’s Digital Capabilities 0.339
Organizational performance 0.466

Source: Processing author data

CONCLUSIONS
The results show that effective digital leadership has a positive influence on improving organizational performance, and this

influence is mediated by employees' digital skills. Visionary and strategic digital leadership encourages employees to develop their

digital skills, which in turn improves operational efficiency, innovation and customer satisfaction. This finding confirms that the

success of digital transformation in organizations relies heavily on the synergy between leaders who are able to strategically

leverage technology and employees who have high digital skills.

Based on the results of this study, some recommendations that can be given are:

1.

Digital Leadership Development
Organizations should focus on developing leaders who have the skills to drive digital transformation, through specialized

training and digital leadership development programs.

Employee Digital Skills Enhancement
Investment in employee digital skills training and development programs should be a top priority. This includes training in

the use of the latest technologies, data management, and analytics.

Encouraging a Culture of Innovation

Organizations need to create an environment that supports innovation, where employees are encouraged to innovate and
implement technology solutions by integrating into all operational aspects of the organization, to improve efficiency and
productivity.
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