PUBLISHING

NY

CATRA
RESEARCH
INSTITUTE

N J O T A ® P-ISSN - 2830-6392 (PRINT)
) ®E-ISSN-2962-2522 (ONLINE} || L Y e o A W e 1 W G S

Jowrasl of Goyerssaze, Tavatisa sad Auditing

JOURNAL OF GOVERNANCE, TAXATION e D aD

\ AND AUDITING

THE ROLE OF LEADERSHIP AND COLLECTIVE CULTURAL
CAPITAL IN IMPROVING FINANCIAL PERFORMANCE OF
VILLAGE CREDIT INSTITUTIONS IN TABANAN REGENCY

Volume: 5 Ida Ayu Dinda Priyanka Maharani', Ade Ruly Sumartini?
Number: 1 “?Faculty of Economics and Business, Warmadewa University, Indonesia
Page: 155 - 159 Corresponding author: Ida Ayu Dinda Priyanka Maharani

E-mail: iadindapriyanka@gmail.com
Article History: Abstract:
Received: 2026-07-02 This study aims to examine the effect of leadership on financial
Revised: 2026-08-14 performance and investigate the moderating role of collective cultural

Accepted: 2026-09-17 capital in the relationship between leadership and financial performance

in Village Credit Institutions (Lembaga Perkreditan Desa/LPD) in Tabanan
Regency. This research applies a quantitative approach using
questionnaire-based data collection. The sample consisted of 40 LPDs
selected through purposive sampling. Data were analyzed using
Structural Equation Modeling (SEM) with a Partial Least Square (PLS)
approach. The results indicate that leadership has a positive effect on LPD
financial performance. Furthermore, collective cultural capital
strengthens the relationship between leadership and financial
performance. These findings highlight that LPD sustainability is
influenced not only by managerial capabilities but also by social values,
including trust, community ownership, and collective support from
traditional village communities. This study suggests that strengthening
leadership and collective cultural capital is essential for improving
sustainable financial performance.
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INTRODUCTION

The Village Credit Institution (Lembaga Perkreditan Desa/LPD) is a community-based
financial institution in Bali that plays an important role in supporting local economic
activities and improving the welfare of traditional village communities (krama desa). Unlike
conventional financial institutions, LPDs have unique characteristics as autonomous
institutions established based on regional regulations and customary village rules (awig-
awig). LPDs are not directly supervised by national financial authorities such as the Financial
Services Authority or Bank Indonesia but are guided by the Bali Provincial Government
through the Village Credit Institution Empowerment Agency (LPLPD). This institutional
characteristic makes internal management quality a crucial factor in maintaining LPD
sustainability and financial performance.

Financial performance is a key aspect in ensuring the continuity of LPD operations
because its activities involve collecting and distributing funds that directly affect the
economic interests of village communities. In facing credit risks, increasing demands for
accountability, and the need for sustainable financial management, LPDs require effective
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managerial capabilities, particularly through strong leadership. Leaders play an essential
role in formulating strategies, making decisions, managing organizational resources, and
maintaining public trust in LPDs.

\ AND AUDITING

Based on the Resource-Based View (RBV) theory, organizational performance is
determined by the ability to manage valuable, rare, difficult-to-imitate, and irreplaceable
internal resources. Leadership represents an important intangible resource because it
reflects the knowledge, experience, decision-making capability, and managerial competence
of leaders in optimizing organizational resources. Therefore, effective leadership is expected
to contribute to improved financial performance through better organizational
management.

However, previous studies have shown inconsistent findings regarding the relationship
between leadership and financial performance. In the context of LPDs, leadership
effectiveness may not directly translate into improved financial outcomes due to the unique
characteristics of LPDs, which operate within the social and cultural structures of traditional
villages. The success of leaders in implementing policies is strongly influenced by the
support, trust, and involvement of krama desa as key stakeholders within the LPD ecosystem.

This condition highlights the importance of collective cultural capital as a factor that
may strengthen the relationship between leadership and financial performance. Collective
cultural capital, reflected through trust, shared values, a sense of ownership, and collective
responsibility, represents a social resource that supports leadership effectiveness within
LPDs. Strong community support can enhance public participation, strengthen compliance
with financial obligations, and contribute to the sustainability of LPD operations.

Therefore, collective cultural capital is not merely a social characteristic of LPDs but
also a strategic resource consistent with the RBV perspective, as it can strengthen leadership
capabilities in improving financial performance. Based on the research gap regarding the
relationship between leadership and financial performance, this study aims to examine the
effect of leadership on LPD financial performance by incorporating collective cultural capital
as a moderating variable.

METHODS

This study employs a quantitative approach to examine the effect of leadership on
financial performance and to analyze the moderating role of collective cultural capital in the
relationship between these variables. Data were collected through the distribution of
research questionnaires to the selected respondents. The research sample consisted of
Village Credit Institutions (Lembaga Perkreditan Desa/LPD) located in Tabanan Regency,
with a total of 40 research samples.

This study adopts a causal research design aimed at examining the cause-and-effect
relationships among the research variables. To test these relationships, inferential statistical
analysis was applied using Structural Equation Modeling (SEM) based on the Partial Least
Square (PLS) approach. This method was utilized to evaluate the relationships among latent
constructs and to examine both direct effects and the moderating effect between variables.
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RESULT AND DISCUSSION

The Effect of Leadership on Financial Performance in LPDs of Tabanan Regency

Leadership plays an essential role in determining the effectiveness of Village Credit
Institution (Lembaga Perkreditan Desa/LPD) management. As a financial institution
embedded within the Balinese traditional village system, LPDs in Tabanan Regency have
distinctive characteristics compared to conventional financial institutions, as their
sustainability is strongly influenced by the trust and participation of krama desa. Therefore,
the ability of LPD leaders to manage organizational resources becomes a critical factor in
achieving sustainable financial performance. LPD leaders are responsible for formulating
strategic policies, managing organizational resources, improving service quality, and
maintaining harmonious relationships with krama desa as both owners and users of LPD
services. Effective leadership is reflected in the leader’s ability to make appropriate decisions,
provide direction to employees, demonstrate integrity in managing the institution, and
establish effective communication with the traditional village community. Effective
leadership also contributes to financial management practices within LPDs, including
maintaining capital adequacy, improving asset quality through effective credit management,
enhancing profitability, and maintaining liquidity stability. In the context of LPDs in Tabanan
Regency, the leader’s ability to build trust with krama desa is particularly important because
community support influences the institution’s capacity to collect funds and distribute credit
effectively. Furthermore, LPD leaders must understand the social characteristics of
traditional village communities, which are strongly influenced by collective values and social
relationships. Leadership within LPDs is not solely focused on achieving organizational
objectives but also on maintaining social connections and strengthening community
ownership toward the institution. Strong relationships between leaders and krama desa can
enhance public support, thereby contributing to the sustainability and financial performance
of LPDs. Therefore, more effective leadership practices among LPD managers in Tabanan
Regency are expected to enhance the ability of LPDs to achieve optimal financial
performance.

The Moderating Role of Collective Cultural Capital in the Relationship between
Leadership and Financial Performance

Based on the Resource-Based View (RBV) theory, organizational success depends on the
ability to utilize valuable, rare, and difficult-to-imitate internal resources. In LPDs, these
resources include not only financial assets but also intangible resources such as trust, social
relationships, cultural values, and collective capital.

Collective cultural capital represents an important strategic resource because LPD
sustainability is closely connected with the relationship between the institution and krama
desa. Values such as trust, solidarity, shared responsibility, and community ownership
strengthen support for LPD operations. Although effective leadership contributes to better
financial performance through improved decision-making, risk management, and resource
utilization, its impact becomes stronger when supported by strong collective cultural capital.
Community trust encourages participation in saving and lending activities, improves
compliance with financial obligations, and supports LPD sustainability. Therefore, collective
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cultural capital functions as a moderating factor that strengthens the influence of leadership
on financial performance. From the RBV perspective, collective cultural capital represents a
valuable organizational resource that enhances leadership effectiveness and supports
sustainable financial performance of LPDs in Tabanan Regency.
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CONCLUSION

Based on the results of the analysis and discussion, two main conclusions can be drawn.

Leadership has a positive effect on the financial performance of LPDs in Tabanan
Regency. The findings indicate that leaders’ ability to manage resources, make strategic
decisions, direct operational activities, and maintain relationships with krama desa
contributes significantly to improving LPD financial performance. Effective leadership
strengthens institutional management and supports the sustainability and achievement of
better financial outcomes.

Collective cultural capital strengthens the relationship between leadership and
financial performance of LPDs in Tabanan Regency. Trust, a sense of ownership, solidarity,
and community support represent strategic resources that enhance leadership effectiveness
in managing LPDs. Strong collective cultural capital enables LPD leaders to gain greater
community support in fund mobilization, credit distribution, and maintaining sustainable
financial performance.

REFERENCES

Barney JB. Firm resources and sustained competitive advantage. ] Manage. 1991;17(1):99-
120.

Nonaka I, Konno N. The concept of “Ba”: building a foundation for knowledge creation.
California Management Review. 1998;40(3).

Ahmady, G. A., Mehrpour, M., & Nikooravesh, A. (2025). Organizational structure. Procedia-
Social and Behavioral Sciences, 30, 455-462.

Astawa, P. (2012). Institutional Ownership and a Harmonious Culture in Improving Financial
Performance: Studies on Village Credit Institutions (LPD) in the Province of Bali,
Dissertation. Brawijaya University Postgraduate Program- Malang.

Krajcovicova, K., Caganovd, D., & Cambdl, M. (2022). Key Managerial Competencies and
Competency Models in Industrial Enterprises. Annals of DAAAM for 2012.

Fatoki, O. (2024). The Financial Literacy of Micro Entrepreneurs in South Africa. Journal of
Social Sciences, 40(2), 151-158.

Battilana, J., & Lee, M. (2014). Advancing research on hybrid organizing-Insights from the
study of social enterprises. Academy of Management Annals, 8(1), 397-441.

Bernhardt, P. E. (2023). The Advancement Via Individual Determination (AVID) Program:
Providing Cultural Capital and College Access to Low-Income Students. School
Community Journal, 23(1), 203-222.

Fu, Q., Abdul Rahman, A. A, Jiang, H., Abbas, J., & Comite, U. (2022). Sustainable supply chain
and business performance: The impact of strategy, network design, information
systems, and organizational structure. Sustainability, 14(3), 1080.

@ @ This open acces article is distributed under a
Creative Commons Attribution (CC-BY-NC) 4.0 licence

158



N | corns i 0 PUBLISHING
WOy e SKSI
i bt

yd

v
i - J o T A ® P-ISSN - 2830-6392 (PRINT)
i) ® E-ISSN - 2962-2522 (ONLINE)
k%

Jowrast of Gayerssaze, Tavatisa sad Au

Indexed By :

D €23 G

JOURNAL OF GOVERNANCE, TAXATION
\ AND AUDITING

Kantabutra, S., & Ketprapakorn, N. (2021). Toward an organizational theory of resilience: an
interim struggle. Sustainability, 13(23), 13137.

Khairi, A., Bahri, B., & Artha, B. (2021). A Literature Review of Non-Performing Loan. Journal
of Business and Management Review, 2(5), 366-373.

Mumi, A., Joseph, G., & Quayes, S. (2020). Organizational and legal institutions, and the
performance of microfinance institutions as hybrid entities. Journal of Accounting &
Organizational Change, 16(3), 285-309.

@ @ This open acces article is distributed under a
Creative Commons Attribution (CC-BY-NC) 4.0 licence

159



