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Abstract: Many firms still fail to develop organizational agility. There are more than 40% of organizations think that
they are low/not agile in facing market change. Organizational culture plays an important role in developing the
organizations to be adaptive in order to manage the VUCA effectively. This study examines the relationships of
organizational culture towards participative leadership, employee satisfaction, employee work motivation,
organizational learning, and absorptive capacity in developing organizational agility in managing VUCA environment.
263 employees located from an international chemical-based company offices across the globe, who have worked
more than three years were the respondents in this study. This study showed that organizational clan culture promotes
the development of participative leadership, which it has an empowering effect towards people in the organization
resulting in employee satisfaction. The study also confirms the role of organizational culture in creating organizational
behavior within the organization that foster the organizational learning, absorptive capacity, and organizational agility;
while the study also found that the relationship between participative leadership and employee work motivation is not
significant.
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1. INTRODUCTION

Many industries are hit by pandemic Covid-19 in varying degrees of severity (Ghabour, 2020; Lora Jones, 2021). Some
industries have stronger defenses, while other industries struggle facing such disruptive environment. It is also true in
chemical industry. Despite the pressing need for firms to be agile to deal with disruptive VUCA environment, many
firms failed to develop such agility. Prats et al. (2018) indicated more than 40% of organizations think that they are
low/not agile in facing market change while more than 50% market condition is volatile/unpredictable (Accenture,
2020). This situation is indicating a challenge for an organization to be agile.

Fewell (2020) indicated some barriers of an organization to be agile, for instance are organizational culture that
promotes culture of command, control, and lack of trust and collaboration, inadequate leadership support, inconsistent
organizational processes and practices across teams, etc., which all of these could dampen organizational agility in
adapting to the environment. Nevertheless, Dewar & Doucette (2018) indicated organizational culture enables
organizations to adapt. These contradicting views of organizational culture on the adaptability and agility of the
organization merits further examination. Jdetawy (2018) described in an organization, one of the most effective
leaderships to enhance productivity and better contributions from group members is a participative leadership. It
provides empowerment and giving responsibility to the employees (Kirkman & Rosen, 1999). Deci et al. (1989)
indicated that empowerment provides motivation and the feelings of self-worth. Whereas Tremblay & Roussel (2001)
indicated empowerment may foster trust between leaders and employees. However, Huang et al. (2010) indicated that
the empowerment’s impacts from participative leadership are not fully consistent when they are applied within different
position of people within the organization. Thus, this research wants to examine at the broader organization level which



of these two impacts will play role in developing organizational agility. The gaps also showed that there are needs to
clarify the different of viewpoints on the employee satisfaction between (Mafini & Pooe, 2013) and (Duncan, 2014) on
perspective whether employee satisfaction always play a key role in making an organization to be a successful one.
Moreover, there is a contradict finding on the role of employee work motivation to develop the performance of
organization between (UroSevi¢ & Miliji¢, 2012) and (Langi et al., 2015). UroSevi¢ & Miliji¢ (2012) said that employee
work motivation is an important component for company’s success because highly motivated employees understand
what they have to do and how to reach the predefined goal in the efficient manner, thus to fulfil organizational goals.
However, in contrary, according to Langi et al. (2015), employee work motivation has no significant relationship to
organizational performance as it depends to intrinsic (e.g. sense of being meaningfulness, sense of competence, etc.) or
extrinsic (e.g. rewards, job promotion, money compensation, etc.) factors.

Organizational learning is a key concept for organizations to develop their performance and competitiveness, however,
organizations still struggle to implement organizational learning due to complex of the concept with little practical in
the organization (Taylor et al., 2010) and confusion about the organizational learning concept (Wu & Chen, 2014). The
capability of acquiring, assimilating, transforming, and exploiting knowledge through organizational learning are
known as absorptive capacity (Zahra & George, 2002). Capability to acquire in order to achieve and explore the
competitive advantage is a must for an organization’s success. However, it is argued that absorptive capacity may lead
to poor performance in certain condition (Wales et al., 2012). Moreover, it may lead to not appropriate knowledge to be
acquired (Bouguerra et al., 2021) when external knowledge is changing fast in dynamics environment. These
contradicting views trigger for this study to clarify the roles of absorptive capacity on the capabilities in relation to the
development of the organizational agility.

Overall, this study would like to examine, confirm, and or clarify by presenting newer data about relationship among
organizational culture, participative leadership, employee satisfaction and work motivation to organizational learning
and absorptive capacities at the end to achieve organizational agility, specifically in the context of VUCA environment.

2. THEORETICAL FRAMEWORK AND HYPOTHESES

Organizational Culture (OC) is the distinct and tangible personality that emerges from within any organization (Morcos,
2018). Cameron & Quinn (2011) described organizational culture into four (4): Clan (OCC), Adhocracy (OCA), Market
(OCM), and Hierarchy (OCH). OCC emphasizes flexibility and internal focus where people can participate to the
discussion and decision-making process, create consensus, do as teamwork, having open communication, and team
involvement. The outcomes of having OCC are having collaboration in work, increasing of team commitment,
increasing cohesion among people who are working in the organization, and develop people experience and skills by
participating and contributing to the teamwork. OCA emphasizes flexibility and external focus that has a dynamic
workplace with creative environment. Determinants factors of adhocracy culture are initiative, adaptation, innovation,
commitment to experimentation, open communication and new knowledge, dynamic environment and risk-taking. The
outcomes of OCA are having innovative output, creativity, and transformation. OCM emphasizes stability and control
and external focus. In organizational culture market, having clear planning, direction, competition, customer focus, and
achievement of measurable goals are as determinant factors. The outcomes of OCM are productivity and effectiveness.
Hierarchy culture emphasizes stability and control and internal focus, in which formal rules are dominating. The
determinants of OCH are rules and regulations, control, and monitor. In OCH, stability, efficiency, timeliness, and
consistency are expected as the outcomes (Cameron & Quinn, 2011; Felipe et al., 2017).

Participative Leadership (PL) is described as the actions that empower employees and offer them to be involved in the
decision-making process (Usman et al., 2021). Factors to build a participative leadership are facilitating conversation,
encouraging idea for collaboration, two ways communication, coaching, encourage to share idea, sharing information
and knowledge, and people involvement (Arnold et al., 2000; Gastil, 1994; Gill, 1996; Thamer Alsubaie, 2021).
Collaboration promotes two ways of communication and involvement of people. Further, people involvement would be
needed to increase team commitment and cohesiveness in the team. Moreover, people development will be promoted by
coaching and sharing information and knowledge within the team in the organization. The outcome of transformation
from adhocracy culture develops people involvement and encourage people to share idea. Creativity may encourage
idea for collaboration and people to share the idea within the organization. In strong market culture organization,
leadership is involving employees who are expected to provide leadership in creating customer value. Having employee
to be part/involved in organization process is a factor to develop participative leadership. Contrary, in hierarchy culture,
stability in an organization will inhibit people to share idea as there is almost nothing will change. Moreover,
participation of the decision-making process from employee is not necessary in hierarchy culture, because the line of
command and power is clear. Therefore, this study advances with the following hypotheses:

Hypothesis 1la:  OCC has a positive relationship with PL

Hypothesis 1b:  OCA has a positive relationship with PL

Hypothesis 1c:  OCM has a positive relationship with PL

Hypothesis 1d:  OCH has a negative relationship with PL

Employee Satisfaction (ES) is defined as how happy an employee is with his or her position of work (Moyes et al.,
2011). Mafini & Pooe (2013) described that employee satisfaction was developed through five factors, namely working
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conditions, ability utilization, teamwork, creativity and autonomy. These factors are also being characterized in
participative leadership. A satisfied employee is likely to provide better performance (Chi & Gursoy, 2009), eager to
learn more, tend to handle pressure, and would have work motivation and thus more productive.

Employee Work Motivation (EM) is a condition which influence the physiological and psychological, direction, and
maintenance of relevant behaviours in work setting (McCormick, 1985). Determinant factors of employee work
motivation are training and development, personal interest, enjoyment, individual satisfaction, reward and punishment,
appreciation, job development, work environment, compensation, empowerment, and trustworthy leadership (Ryan &
Deci, 2000). In addition, people empowerment that is characterized in participative leadership may increase employee
work motivation and developing organizational performance (Urosevi¢ & Miliji¢, 2012). The outcomes of employee
work motivation are work commitment, employee engagement, employee performance, like to promote knowledge
transfer and commitment to learning (Naile & Selesho, 2014).

Organizational Learning (OL) is a capability of organization to discover need for change and adaptation, therefore
organizations must be flexible to find new knowledge and skills to be success and survived (Khorasani &
Zamanimanesh, 2017). Commitment to learning, share system perspective, open for new idea, get experience, learning
infrastructure, and knowledge transfer are determinants as described by Jerez-Gomez et al. (2005) and as the outcomes,
organizational learning is to create, use knowledge, and transforms an organization into learning organization to
increase competitive advantage and increase organizational performance (Finger & Brand, 1999). Del Rio-Rama et al.
(2016) indicated one of the indicators for employees to be satisfied is they have opportunity to be involved in
improvement process in an organization. To do improvement, the employees need to equip themselves in the learning
system in the organization. Moreover, employees with high intrinsic motivation are likely to engage with exploration
activities in the organizational learning (Kauppila, 2018). From above synthesis, the following hypotheses were made:
Hypothesis 2: ~ PL has a positive relationship with ES

Hypothesis 3:  PL has a positive relationship with EM

Hypothesis 4:  ES has a positive relationship with EM

Hypothesis 5:  ES has a positive relationship with OL

Hypothesis 6:  EM has a positive relationship with OL

Absorptive Capacity (AC) is firstly introduced by Cohen & Levinthal (1990) as the ability of an organization to
recognise the value of new external information, assimilate it, and apply it to commercial ends. Zahra & George (2002)
defined absorptive capacity is as a set of strategic organizational process that make an organization possible to acquire,
assimilate, transform, and exploit knowledge to create dynamic capabilities. Organizational knowledge, job rotation,
and organizational structure are believed as determinant of absorptive capacity based on previous studies (Lane et al.,
2006). The outcomes are competitive advantage, innovation, and firm performance (Stelmaszczyk, 2020). Knowledge
acquisition, storage, sharing, and application as the outcome of organizational learning may develop organizational
knowledge which is a factor to develop absorptive capacity. In addition, knowledge sharing may be developed by job
rotation. Hence, based on this synthesis, the following hypothesis was made.

Hypothesis 7:  OL has a positive relationship with AC

Organizational Agility (OA) refers to the capability of a company to rapidly change or adapt in response to changes
(Darwish et al., 2020). When an organization could acquire new knowledge, assimilate, transform, and exploit their
knowledge, it improves collaboration, capacity to adapt change, and respond to the new demand. Ability to adapt the
environment change and respond to new demand are part of factors to build organizational agility (Crocitto & Youssef,
2003). Thus, it is suggested absorptive capacity has positively relationship to organizational agility.

Hypothesis 8:  AC has a positive relationship with OA

Figure 2.1 illustrates the proposed research model in this study.

Organizational Culture
Employee
Satisfaction
H2
Participative
Leadership

H3 Employee
Work
Motivation

Figure 2.1: The Proposed Research Model
Source: Author, 2022
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3. DATA AND METHODS
3.1. Sample and Data Collection

Data was collected from respondents who are working in an organization from chemical industry. Questionnaires were
distributed to 427 respondents who are the employees of an organization representing their top, middle, and staff level.
Total respondents that answered the questionnaire were 285 respondents making the response rate at 66.75%. Since we
need data from respondents who have worked at least 3 years, thus, data from not eligible respondents were eliminated.
The tenure condition is needed to ensure respondents can identify the characteristic of company’s organizational culture
and to avoid bias of perceived about organizational culture in the company (Chao et al., 1994; Ferguson, 2021). Further,
after removing possible outlier respondents based on the multivariate outlier screening, the final data sample to be used
in the analysis is from 263 respondents.

3.2. Measures

Questionnaire is developed from validated measurements which is originally in English. Since target respondents will
be employees from a multinational company where English is used as common language, thus it is not translated into
certain language. Individuals in the targeted population are asked to fill out the online questionnaire by using Likert
scale 5-points (1: strongly disagree, 2: somewhat disagree, 3: neutral, 4: somewhat agree, 5: strongly agree).

3.2.1. Independent Variables

OC, PL, ES, EM, OL, and AC are the independent variables in this study. OC has four dimensions and each of the
variables has six indicators. The measurement of organizational culture is being measured using questionnaires taken
from Wudarzewski (2018), a validation of Cameron and Quinn’s Organizational Culture Assessment Instrument
(OCAI). Construct of PL is being measured using six indicators without dimension, taken from Arnold et al. (2000). ES
is being measured using four indicators without dimension, taken from Chi & Gursoy (2009). EM is measured using
four dimensions where each of the dimensions has threes indicators, which is taken from (Gagné et al. (2010).
Measurement of OL is taken from Jerez-Gomez et al. (2005). It has four dimensions, i.e., commitment to learning,
system perspective, openness and experimentation, and knowledge transfer with total 16 indicators are used. AC has
four dimensions, i.e., acquisition, assimilation, transformation, exploitation with total 14 indicators are used. The
measurement of AC is being measured using questionnaires taken from Flatten et al. (2011), which adopted the
measurement items from Zahra & George (2002)

3.2.2. Dependent Variables

Organizational agility is the dependent variable used in this study, which is being measured using questionnaires taken
from Kanten et al. (2017). The measurement consists of 3 dimensions with total ten indicators.

3.2.3. Control Variables

The study employs six control variables (i.e., gender, age, education, job tenure, job position, and work location that
might affect the independent and dependent variables.

3.3. Data Analysis

SPSS version 25 was used to perform the descriptive statistic and Lisrel 8.8 was used for Structural Equation
Modelling.

4. RESULTS
4.1. Descriptive Statistics and Correlations

Spearman’s Correlation test results as described in Table 4.1 below showed all the correlation coefficients are below
than 0.9, thus multi-collinearity among the constructs does not exist. In addition, the variance inflation factor (VIF)
analysis (all VIFs < 2.5, Tolerance > 0.20) on the independent variables also suggests the absence of multicollinearity.
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Table 4.1: Descriptive Statistics and Correlations

Variable | Mean | OCC OCA [ocM [OCH [PL | ES | EM | oL | AC | OA
0cc 3483 |1

OCA 3340 [ 0532 |1

OCM 3702 [0213* [0.378* |1

OCH 3645 [ -0066 |-0,005 |0.284* |1

PL 3.835 [ 0.182* [0.163* [0,019 |-012 1

ES 4000 [0.241* [o0.163* |0155* [-0003 |0.382* [1

EM 3416 | 0.202* | 0.288* | 0.471* | 0.189* | 0,011 0.185"* | 1

oL 3551 [ 0.350* [0.375* [0.201* [0012 [0222* [0204* [04137* [1

AC 3719  [0.239* [0.256* [0.336™ [0,103 |0.124* [0.185* [0056 [ 0.224™ |1

0A 3190 [o0465* ]0553* [0.316™ [-0,08 0,104 [0.194* 0203~ [o0447* 0388 [1

**correlation is significant at the 0.01 level (2-tailed); * correlation is significant at the 0.05 level (2-tailed); N: 263

4.2. Measurement Model Analysis

Source: Author, 2022.

The measurement model analysis was done to make sure that the reliability and validity of the constructs in the research
model are acceptable by examining their composite reliability (CR) and the average variance extracted (AVE) of each
construct. For constructs that have dimensions, higher order model as prescribed by Crede & Harms (2015) was used.
Table 4.2 describes measurement model analysis of each construct that suggesting all the constructs’ measurement are
reliable, valid, and fit based on absolute fit indices (RMSEA, GFI, SRMR) and incremental fit indices (CFI, NFI, NNFI,
IFI). All GFIs, NNFIs, CFIs, and IFIs are above 0.9 as cut of limit (Hu & Bentler, 1999), thus suggest as good fit of the
measures.

Table 4.2: Measurement Model Analysis

P_
Items CR AVE | y%/df | value | RMSEA GFl SREMR CFI NFI MNMFI IF1
of x2
SFL:>0.3
Threshald vvalie | .07 | zos| <3 | 2 | <008 | 209 | <01 | 209 | 209 | 209 | oo
-z 0.05
1.96
occ,
Dimension i OCA,
Organizational I—E|::gdher o,
reanizationa reer | ocH 086 | o062 | 061 | 043 | 000 | 100 [ o001 | 100 | 100 | 101 | 100
Culture (OC) SFL Model 0.41-1.00
[HOM) S
t-value 351
22.89
L Dimensicn . PL1-PLE
Participative Single
Leadership SFL Factor | 042026 | 0,86 052 | 1,06 | 037 | 002 0,99 0,01 1,00 1,00 1,00 1,00
(PL} Model a50-
t-value 1282
Dimension . ES1-E54
Employee Single
Satisfaction SFL Factor 0.62-0.84 0,82 0,54 0,03 0,86 0,00 1,00 0,00 1,00 1,00 101 1,00
{ES) Model 10.09-
t-value 1472
EMINT,
. . EMIDR,
Employee Dimensien | pigher EMITR
Work Order iy Perfect | Perfect | Perfect | Perfect | Perfect | Perfect
EMEXT
Motivation Model 0.83 058 0,00 Lo0 0.00 fit fit fit fit fit fit
(EM) SFL (HoM) | 0-33-L00
t-value 228
2289
oLCL
Dimensi ) OLSP,
o imension | piaher OLOE,
Orgam_zatlonal Order OLKT 0,97 0,80 0,00 1,00 0,00 Perfect | Perfect | Perfect | Perfect | Perfect | Perfect
Learning (OL) SFL Model 0.84-1.00 fit fit fit fit fit fit
[HOM] - -
t-value 1692~
2289
ACA,
Dimension Higher ACS,
Absorptive Order ACT, ACE
Capatity (AC) SFL Model 0.53-1.00 0,86 0,62 0,93 0,42 0,00 0,99 0,02 1,00 1,00 1,00 1,00
t-value (HOM) 3.2
22.89
oas,
Dimension Higher OAC,
Organizational Order QAFR Perfect | Perfect | Perfect | Perfect | Perfect | Perfect
Agility (0A) SFL Model 0.7-1.0 0.92 0.73 0.00 100 0.00 fit fit fit fit fit fit
value [HOM] 12 87-
22.02
Assessment Valid Relizble alid Fit Fit Fit Fit Fit Fit Fit Fit Fit

Source: Author, 2022.
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4.3. Structural Model Analysis

Table 4.3 presented hypotheses testing results. T-value of supported hypotheses is between range -2.32 to 8.90. As
overall model measurement, six out of eight indices, i.e., ) */df=1.54, RMSEA=0.045, CFI=0.97, NFI=0.92,
NNFI=0.96, IF1=0.97 are within the cut-off points of the respective indices, suggesting that the structural model of the
study and the data is statistically fit. One with marginal fit (GFI=0.8), and the other one is poor fit (SRMR=0.11).
However, since the threshold is basically just a rule of thumb, and the fit indices can’t be seen from only single cut off
value of single indices, and they are affected by various aspects, such as sample size, model complexity, or type of
misspecifications, hence, it does not mean the overall model of this study is wrong or not fit only because of one indices
is poor fit (Hair et al., 2018; Hu & Bentler, 1999). Hence, the overall model in this study is considered relatively good
fit. Hypothesis testing results using SEM is illustrated in Figure 4.1.

Table 4.3: Hypotheses Testing Results

. . Structural

No | Hypotheses Relationships Coefficient t-value Hypotheses Test Result

H1a | OCC has a positive relationship with PL 0.61 5.38 qupprted .
(Significant positive)

H1b | OCA has a positive relationship with PL -0.01 -0.06 Not supported

H1c | OCM has a positive relationship with PL -0.01 -0.11 Not supported

H1d | OCH has a negative relationship with PL -0.14 -2.32 Supported .
(Significant negative)

H2 | PL has a positive relationship with ES 0.89 7.97 qupprt od .
(Significant positive)

H3 | PL has a positive relationship with EM -0.11 -1.23 Not supported

H4 | ES has a positive relationship with EM 0.70 4.24 Supported
(Significant positive)

H5 | ES has a positive relationship with OL 1.01 8.90 Supported
(Significant positive)

H6 | EM has a positive relationship with OL 0.08 1.53 Not supported

H7 | OL has a positive relationship with AC 0.47 5.00 Supported
(Significant positive)

H8 | AC has a positive relationship with OA 0.33 5.32 Supported
(Significant positive)

Source: Author, 2022.

Organizational Culture

Org. Culture
Clan

Employee

. 3 Satisfaction 8.90/1.01
Org. Culture . "114’1 -
Adhocracy .6 .......
'06/,0_0' : Org. Absorptive H8 Org.

WICH et Learning Capacity Agility

Org. Culture 11-" N y 5.00/0.47 5.32/0.33
Market 0.8 H H
0o H6

HT > Employee rveenmremnnad
Work 1.53/0.08

Motivation

Org. Culture
Hierarchy

t-values/structural coefficient; chisquare:1618.75, P value: 0.00000, RMSEA: 0.045

Figure 4.1: Hypotheses Testing Results
Source: Author, 2022

5. DISCUSSION

Four hypotheses are not supported based on the hypothesis testing (i.e., H1b, Hlc, H3, and H6). Other than these, all
hypotheses are supported. It is found there is no significant relationship between OCA and PL (H1b) due to in
innovative, creative, and dynamic culture, the focus of the culture is how to transform traditional/normal situation to the
new situation. Since adhocracy culture focus to the external and differentiation while participative leadership focus on
the internal organization structure (e.g., how to empower people), so, there is no relationship between OCA and PL. The
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market culture focus on job completion, achieving target or goal, and stability in the company and not defining how is
relationship within the people in organization, thus it will develop demanding leadership which not necessary to listen
people opinion. This explained no significant relationship between OCM and PL (Hlc). There is mismatched between
PL and EM resulted hypothesis H3 is not supported. In working place where the empowerment has been established,
motivation of work may be at different level and no longer exist to gain a trust or involvement from leaders. The
empowering, delegating task, and asking for input are not always necessary would increase motivation of work when
the employee expectation is different than empowerment (Lee et al., 2018). Moreover, hypothesis H6 is not supported
because when people have been fully motivated, they felt, they know what they need to do as they do actions according
to what provide high interest and enjoyment to them (Remedios & Boreham, 2004), thus, it may influence to abandon
of having new tasks that can develop them within the learning process.

5.1. Theoretical Contributions

The study provides theoretical contribution about the concepts and relationships among the constructs of organizational
culture, participative leadership, and the employee satisfaction and work motivation in developing organizational
learning and organizational capabilities such as absorptive capacity and organizational agility. There is a unique finding
enriches the existing literature that participative leadership has no significant relationship in developing employee work
motivation and employee work motivation has no significant relationship towards organizational learning in an
organization with clan culture.

5.2. Practical Implications

To be agile, an organization needs to have capabilities to do organizational learning and absorptive capacity. An
organization needs people who satisfied in doing their work to do these capabilities. Participative leadership will
increase employee satisfaction, in the way the leaders provide empowerment, trust and involvement to their employees,
hence employee feel they are valuable to the company. The company must pay attention when hierarchy culture is
becoming dominant in the company, such as the development of one-way communication. It will reduce the
development participative leadership who can empower people so that they are not satisfied in doing the job. This will
be hindrance the organization to foster their capability, and at the end the agility can’t be developed to deal in the
changing environment. Contrary, an organization must develop their clan culture to develop the participative leadership
that able to satisfy the people in the organization by empowering them, so they feel they are valued, and thus able to
have strong organizational learning system to absorb, process, and exploit the new knowledge. Organization with the
strong system of the learning process can adapt, flexible and response fast to the VUCA environment. To develop a clan
culture, an organization needs to be open for the feedback from employees, take the idea from the employees into
account and put them into actions. In addition, foster working in collaboration as a team may also develop the clan
culture in a firm.

6. LIMITATIONS AND FUTURE RESEARCH OPPORTUNITIES

This study is done within the context of a European multinational company from chemical industry. It is conducted
based on cross sectional during pandemic Covid-19. Thus, it will represent the condition at the time of this research is
conducted, and thus, causality between constructs could not be fully identified. Further, although it is a multinational
company where it is assumed that organizational culture within the company over the world will be similar, but the
study did not specifically look in to detail the possibility of national culture that could interfere or shape differently on
how the respondents who are working in different locations measure at each construct. Future research may be done in
the different context other than chemical industry to generalize the study findings. In addition, future research also may
be done in longitudinal time to see causality effect among the constructs. Moreover, future study should incorporate
national culture as part of the construct to see if there is relationship toward the organizational culture.
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