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ABSTRACT

This research examines the impact of Agile Leadership style on Organizational Performance
through the mediation of Organizational Culture. The volatility, uncertainty, complexity and
ambiguity (VUCA) of the business environment continues to create great challenges to many
organizations. The environmental turbulence has affected the organizational performance of
both the non-profit and profit making organizations, thus, resulting in adverse results.
However, there are a few organizations that had survived the chaotic situations as they
transformed themselves by becoming agile in managing their businesses. This highlights the
new demand for ‘agility’ in the world of business as organizations are expected to become
flexible, focused and fast in their business approaches. Leaders are required to adopt the ‘agile
leadership’ qualities in leading organizations so that improved organizational performance can
be attained. Agile leaders are known to be inclusive and democratic in exhibiting greater
openness to ideas and innovations. They also have the passion for learning, developing and
inspiring people, defining and communicating their desired vision, and above all to act as the
best change agent within the organization. The non-profit organizations are seen to be the most
vulnerable group of organizations in the VUCA environment, hence, the professional bodies
in Malaysia was opted for the purpose of this research. In view of this, the Fourth Schedule of
the Malaysian Companies Act (CA) 2016 prescribed professional bodies was selected as the
population for the study. By adopting the judgmental sampling approach, the Heads of
Departments and Managers were selected to obtain feedback on the leadership style,
organizational culture and organizational performance of the respective professional bodies. A
total of 75 survey questionnaires were distributed to the sample population and 63 fully
completed questionnaires that made up to a response rate of 84% was received for final
analysis. The Structural Equation Model (SEM) was used to conduct the statistical analysis to
determine the causal relationships between variables and confirm the hypotheses developed.
Upon analysing the data, results indicated that there is significant relationship between Agile
Leadership Style and Organizational Performance. Furthermore, Organizational Culture has a
mediating effect between Agile Leadership style and Organizational Performance. These
findings interpret that leaders who adopt the Agile Leadership style will be able to influence

the organization’s performance through the cultivation of the right organizational culture.

KEYWORDS: VUCA environment, Agile Leadership Style, Organizational Culture and

Organizational Performance.
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CHAPTER ONE - INTRODUCTION

Organizations throughout the world experience extreme challenges to compete, survive and
grow in the contemporary business world. Technology revolution, market volatility, economic
uncertainties and the influx of millennials in the workplace have forced organizations to change
the way they conduct their businesses. What more can be expected in another 10 to 12 years
when the younger generation, that is, the generation Z enters the workforce. Thus,
organizations with traditional structure and conservative management practices are left with no
choice than to transform themselves so that they are able to sustain their organizational
performance through continuous improvements. The environmental changes have also forced
many organizations to consider adopting innovative methods and collaborative strategies as the

new way forward in doing business.

1.1  BACKGROUND OF STUDY

In Malaysia, similar conditions of disruptions, rapid changes and challenges from the external
business environment are witnessed by most organizations across industries. Organizations are
expected to constantly scan their business environment so that changes are easily identified and
prompt actions are taken to overcome the conditions, thus, minimising adverse impact on the
organizational performance in the long run (Joiner, 2019; Zaucha, 2019; Horney and O’Shea,
2015). Organizations like Silverlake Axis, 99'Speedmart, SecuriForce, AirAsia and Lotus
Group were amongst a few that were able to sustain and improve their organizational
performance as these organizations had effective leadership and culture that supported their
actions. The leaders of these organizations believed in continuous improvements that had
helped them in transforming the organization, the individuals, their products and services so
that they are ready to transform challenges into opportunities, which resulted improved overall

performance in their respective organizations.

Conversely, organizations that had weak leadership and culture, such as, MAS (Yesuiah, 2015;
Jacob, 2014) and DRB Hicom (Idraki, 2015; Williams, 2010), have struggled to retain their
position in the respective industries over the past few years. They were unable to cope with the
challenges, changes and market competition, thus, incurred huge losses year after year. Similar

situation is also witnessed in the non-profit organizations sector in Malaysia as poor



organizational performance have also been noted in the annual reports of the respective
organizations. Even though a few of them like the professional bodies have been established
for more than a decade in Malaysia, they find too it difficult to manage and grow in the
contemporary business environment. This could be due to the leadership style and
organizational practices that may not allow the organization the flexibility to react fast to the
challenges imposed by the VUCA environment, hence, it is necessary that these organizations

transform and adopt agility as part of their organizational culture to success.

Professional bodies are non-profit organizations that are established to offer education through
professional qualifications and continuing professional development (CPD) through training
programmes, for highly specialised jobs, such as lawyers, accountants, doctors, engineers,
company secretaries and a few others. They support individual members, the occupation and
the interest of public by upholding the reputation, and authority by a few that acts as the
regulatory body of the respective professions (Harvey, 2004). The membership of these
professional bodies are made up of professionals who are assigned to maintain the control of a

legitimate professional practice (Harvey, 2004).

In most countries, this forms as a part of the legislative requirement where the individual
members are required to maintain membership in the respective professional bodies to obtain
the license to practice. Likewise, in Malaysia, most of the professional bodies are supported by
law in the respective areas of specialisation. Professionally qualified individuals must hold
valid membership with the respective professional body so that they are able to provide
legitimate professional advice or services to customers and clients. The by-laws and the code
of ethics issued by these professional bodies provides guidance to members to ensure that they
act ethically while carrying out their duties and responsibilities to the organization(s) and/or

clients whom they serve.

Nowadays, business at professional bodies has become very competitive, especially when the
group of professional bodies provide similar services to customers and clients. In addition to
this, stronger competitions are expected from the institutes of higher learning, that is,
Universities and Colleges, that provides higher education to school leavers and working adults.
However, these professional bodies have an advantage over the universities and colleges
because the programmes offered by the professional bodies are highly specialised and highly

regulated by law in the respective countries. The continuing professional development (CPD)



is enforced upon members by the regulators of the professional bodies as part of the
professional development requirements. These programmes are conducted to enhance the
member’s knowledge and skills, and to comply with the regulatory requirements of acquiring

CPD points annually in order to sustain their license to practice.

This also assures that the members of the professional bodies stay relevant and well-equipped
on the current developments such as market trends, technology and other related changes that
needs to be considered when providing professional services to customers and clients. As such,
individuals who have attained the professional qualifications are regarded as the employers
preferred choice for employment. Therefore, the professional qualifications attained via
professional bodies have higher value as compared to academic qualifications that awarded by
colleges and universities because professional qualifications do not only enhance the
knowledge and skills but also increases the credibility and self-worthiness of the individual in
the corporate world through continuous learning. Nevertheless, there are few professional
bodies that find it difficult to survive and grow as they are negatively affected by the

disruptions, competitions and challenges from the general business environment.

As professional bodies are established to govern professionals in their respective areas of skills
and expertise, it has to ensure that it continues to exist in the business environment for an
indefinite future. In Malaysia, some of these professional bodies were founded locally by a
group of qualified members with the support of a regulatory body whilst there are a few that
were established by professional bodies from countries like the United Kingdom and Australia.
They either operate as the Malaysian division and report to the head office that is located in a
different country, such as, The Malaysian Institute of Chartered Secretaries and Administrators
(MAICSA) that reports to the Chartered Governance Institute in the United Kingdom (UK) or
they represent as the branch office in Malaysia to act merely as the local examining body, such
as, the Chartered Public Accountants (CPA), Australia; Association of Chartered and Certified
Accountants (ACCA), United Kingdom; The Institute of Chartered Accountants of England
and Wales (ICAEW), United Kingdom; and The Chartered Institute of Management
Accountants (CIMA), United Kingdom and a few others.

Professional bodies that are set up as a branch office are solely under the control of the head
office whilst the divisional offices are given the authority to deliver the professional

qualifications according to the local conditions, and provide other support services to the local



members according to the local regulatory requirements. The professional bodies that holds the
status of a “division” must ensure that it complies with both the international and local
regulatory framework and pay a licensing fee to the parent organization of the professional
body on an annual basis. Hence, it is independent in its strategic directions and the day-to-day
operations thus it is expected to be self-sufficient in managing the business. This means it has
to find various different ways to generate sufficient income to sustain itself in the local business
environment. However, where policy and the by-laws of members are concern, these divisional
offices are expected to report to the International Council of the respective professional body
for approval. From time to time, these divisional offices are also expected to submit Divisional
Reports to the Professional Standards Committee of the respective professional body to ensure
that the quality of the qualification and profession is maintained according to the established

global standards.

It is important to understand that the structure and the development in these professional bodies
are not the same as the profit-making organizations. The mainstream income is derived from
the members’ subscriptions that are paid by members on an annual basis. Other income sources
would include training and seminar fees that are paid by the attendees who could come from
both members and non-members of the professional bodies. Funds received from these sources
are usually used to pay off the operational expenses, develop new training programmes,
enhance membership services, and invest of research and developments activities. Thus, the
core objectives of the professional bodies are not to earn high profits and declare dividends to
its shareholders but to earn enough revenue to sustain and improve business for membership
growth. Having a large pool of professional members could firstly benefit the professional
bodies through an increase in the total revenue and surplus earned, and secondly it would ensure
that there is sufficient supply of professional members to provide the required services

according to the demand across industries in the country.

In view of this, the professional bodies must ensure that the overall organizational performance
is improved, if not sustained, so that they exist to protect the profession. These professional
bodies also must exist to serve the interest of all other stakeholders who are directly linked to
the sustainability of the business, such as, regulators, trainers, educators, employees, creditors
and so forth. Therefore, maintaining healthy overall organizational performance in the non-
profit organizations, such as professional bodies, has become equally important as compared

to any other profit-making organizations in the business world.



Most of the professional bodies in Malaysia has been established for more than 50 years now
and the way a few of these organizations manage their businesses have been the same since the
early years. This could be partly due to the influence of the parent organization’s policies,
procedures and cultural practices, or it could be largely due to the respective CEO’s beliefs. In
most cases, the business practices that had contributed to the success of the organization in the
past is left unchanged because the CEOs believe that if such practices had brought success
before then it should do the same now and left unchanged. Nonetheless, did these leaders
acknowledge the fact that the current business environment has become very volatile,
uncertain, complex and ambiguous, and ignoring change to match the expectation could result

in a chaotic business situation.

As such, it is important that a change in leadership approach and mind-set would be necessary
to analyse and conduct business in the current business environment. The CEOs should audit
themselves by asking if their present leadership beliefs and approaches in leading the
employees in their organizations is appropriate because there is a huge change in the workplace
environment caused by technological advancements and the entry millennials into the
workforce. These changes affected the way work is to be done in most organizations as the
standard management practices are only effective for an ‘ordinary’ growth and it would be
ineffective in managing ‘rapid growth’ or 'growth’ in a volatile environment due to high degree
of uncertainties. Therefore, it is significant for leaders of the professional bodies to audit
themselves and make a personal shift in their mind-set and be creative to adopt an inside-out
approach of experiencing the world through creations from discovery, passion and purpose.
The leaders must also instil a different mind-set amongst employees to accept change as a
learning process so that it would enable them to develop new work practices, which could result

in improved organizational performance.

In order to understand the underlying truth of the current situation amongst professional bodies
in Malaysia, the researcher has chosen to conduct a study on the Fourth Schedule Companies
Act 2016 prescribed professional bodies in Malaysia. The Companies Act 2016 (Act 777) is
the Act that provides for the registration, administration, dissolution of companies and other
related matters and these are managed by the company secretary(ies) of which the Act has

indicated that every organization should appoint at least one secretary who is either a member



of a body that is set out in the Fourth Schedule or a person licensed by the Commission under

the section 20G of the Companies Commission of Malaysia Act 2001.

The following are the prescribed professional bodies that are listed under the Fourth Schedule,
Section 235(2)(a) of the Malaysian Companies Act (CA) 2016:

1. Malaysian Institute of Chartered Secretaries and Administrators (MAICSA)
. Malaysian Institute of Accountants (MIA)

. Malaysian Bar Council

. Malaysian Association of Company Secretaries (MACS)

. Malaysian Institute of Certified Public Accountants (MICPA)

. Sabah Law Association

N N B~ W

. Advocates Association of Sarawak

The Sabah Law Association and the Advocates of Sarawak are linked together with the
Malaysian Bar Council, to represent and govern primarily the role of lawyers in Malaysia. On
the other hand, the Malaysian Institute of Certified Public Accountants (MICPA) is linked with
the Malaysian Institute of Accountants (MIA), to govern primarily the role of accountants in
the country. The remaining two professional bodies, The Malaysian Institute of Chartered
Secretaries and Administrators (MAICSA) and the Malaysian Association of Company
Secretaries (MACS), are independent of each other, however, they govern the role of its
members as Chartered Secretary and Company Secretary, respectively. The members of these
professional bodies are described and controlled by the by-laws and the code of conduct so that
these professionals are able to carry out their duties and responsibilities ethically either at the
place of employment or for their clients. They are also required to assure that good governance
practices are observed at all times and ensure that no unethical trade behaviour is committed

by any individuals and/or organizations in Malaysia.

As corporate governance has become the buzzword in the business environment today,
members of these professional bodies, who are better known as governance professionals, have
become high in demand for their professional services especially in the medium and large
corporations. They are looked upon as highly skilled and competent specialists who are needed
at the C-level of every organization, to cultivate and maintain good governance practices at all

times. This recognition has added more value to the reputation of members of the Fourth



Schedule Companies Act (CA) 2016 prescribed professional bodies in Malaysia and has
become the source for the professional bodies to attract more individuals to join any one of

these professional organizations as members.

In addition to this, the Act has also imposed a requirement for organizations to appoint at least
one company secretary for one organization that has been incorporated. According to the
Companies Commission of Malaysia (CCM), the statistical report shows that in a year at least
one million companies are formed and as at 31 December 2020, there were approximately 1.38
million companies incorporated in Malaysia. This proves that there is a high demand for
company secretaries to serve a large pool of organizations thus creating a huge employment
opportunity for members of the Fourth Schedule Companies Act (CA) 2016 prescribed
professional bodies. As a result of this, there are possibilities that a growth membership
numbers could be achieved thus resulting in an increase in the members’ subscription income.
However, there are numerous challenges that are hidden behind these opportunities that each

of the respective prescribed professional bodies may have to consider.

Accountants and lawyers, besides their core areas of specialist, are able to provide company
secretarial services at their place of employment or to their clients with their membership at
the respective professional bodies. The introduction of Section 236 of the Malaysian
Companies Act 2016 has made this possible by widening the scope of practice for these
professionals. Members of the Malaysian Institute of Accountants (MIA), the Malaysian
Institute of Certified Public Accountants (MICPA), the Malaysian Bar Council, Sabah Law
Association and the Advocates Association of Sarawak, are all approved by the Act to provide
secretarial services without the need for any further formal requirements to acquire the
practicing license. This has created a huge challenge to the other two independent prescribed
professional bodies, the Malaysian Institute of Chartered Secretaries and Administrators
(MAICSA) and the Malaysian Association of Company Secretaries (MACS), as they provide

only the company secretarial services to their customers and clients.

The Malaysian Association of Company Secretaries (MACS) was established by the members
of the Companies Commission of Malaysia (CCM) about 20 years ago. Majority of the Council
members of this professional body comprises of senior members from CCM, thus, reflecting
the strong influence and support that the organization has from the regulator. This relationship

also enables MACS to obtain first-hand information on the regulatory and compliance



requirements that is required when serving customers and clients. The membership database in
MACS is made up of qualified professionals, such as, accountants, tax agents, chartered
secretaries, certified company secretaries, company auditors, lawyers and also the licensed
company secretaries and senior officers from CCM. Apart from the professionally qualified
members, individuals may also become a member of MACS by passing the qualifying

examinations that is offered by the professional body.

On the other hand, similar category for admission of members is adopted by The Malaysian
Institute of Chartered Secretaries and Administrators (MAICSA) except that it does not allow
admission of licensed company secretaries, certified company secretaries and CCM senior
officers, as a direct entry into the chartered membership of the organization. Individuals who
are keen in becoming MAICSA members are strictly required to complete the qualifying

examination that is offered by the professional body.

However, unlike MACS and MAICSA, individuals can also become licensed company
secretaries by attending an interview with the officers at Companies Corporation of Malaysia
(CCM). This has created a huge competition for MAICSA and MACS, however, MAICSA has
a greater advantage over MACS and CCM licensed secretaries because of its established brand
name. MAICSA awards an internationally recognized qualification to members to practice as
Chartered Secretary in Malaysia and in any commonwealth countries across the globe.
Therefore, the world class qualification is a unique selling point that MAICSA has in
establishing the reputation of MAICSA members as Chartered Secretaries who are Governance

Professionals when compared to the other members from MACS and CCM.

In addition to this, the ‘Chartered’ status that is described in the Royal Charter also adds value
to the qualifying program that is offered by MAICSA. Even though the qualification is from
the United Kingdom, all the respective divisions around the world are able to customize their
programs to suit the local conditions and yet use the ‘Chartered’ role to enhance their
membership status. Hence, members who complete the qualifying program in Malaysia are
given equal recognition and status which is same as other individuals who have completed the
qualifying program in the other divisions. They are also given equal employment opportunity
in organizations that are located in Malaysia and other commonwealth countries without
prejudice. Unlike MACS members who have attained the Malaysian qualification as Company

Secretary would only be able to serve organizations in the Malaysian industries.



Despite the strong brand name, distinguished membership status and high demand for company
secretaries, the organizational performance at MAICSA has not been shown positive results
over the past few years. Upon reviewing the annual reports, a drastic decline in studentship and
membership numbers have been noted since 2009. Even though the professional body has been
in existence for more than a decade in Malaysia, the overall organizational performance does
not seem to be encouraging when compared to the other Fourth Schedule prescribed
professional bodies that are listed in the Fourth Schedule. Moreover, these professional bodies
were established lesser than 30 years but have recorded better organizational performance as
compared to the pioneers. Hence, the researcher is keen to know why and what could possibly
be the cause of the poor performance and how the overall performance could be improved in
comparison to the top performing Fourth Schedule Companies Act 2016 prescribed

professional bodies in Malaysia.

The researcher would like to assess to see if the leadership style of the professional bodies
could bring about positive changes to the overall organizational performance of the
organizations and if the internal conditions of the professional bodies can be influenced and
transformed to achieve improved bottom line results. Thus, the researcher has selected the
weaker performing organization that is listed in the Fourth Schedule Companies Act 2016
prescribed professional bodies in Malaysia, hereafter would be referred to as the “Company”,

to conduct an in-depth evaluation for the purpose of this study.

1.2 PROBLEM STATEMENT

This study explores the performance of organizations in the VUCA environment, and the need
for effective leadership to transform the organization so that business can be sustained, and
better organizational performance can be achieved. The VUCA environment constantly
imposes challenges and this could hinder the continuity of businesses, hence, it is necessary
that organizations are led by leaders who are effective in coping with change. Leaders must
realize that the current business environment is unlike before and predictions could go wrong
due to the instability and uncertainty in the business environment. Hence, the volatile
environment has a lot of uncertainties that creates complexity that results in ambiguous

decisions made. The advancement of technology is one example of the external factor that has



rapidly caused drastic changes to the customer trends and expectations. Organizations that fails
to understand and refuses to change and adopt could end up with difficulties in retaining their
business. There are also possibilities that these organizations could run into huge losses and
eventually leave the business industry. Therefore, to survive the turbulence in the VUCA
environment, effective leadership style is required to transform the organization to become
agile so that it is flexible, fast and focused in its business approach, which would result in

improved organizational performance in the long run.

The business environment today places great emphasis on agility as it highlights the need for
organizations to be responsive, fast and proactive in their actions and decision-making
(Bazigos, Smet and Gagnon, 2016; Horney and O’Shea, 2015; Zaucha, 2019; Jurisic et al,
2020; Rigby et al, 2020). Thus, it is necessary that leaders develop their mind-set to act fast
and adopt relevant approaches when leading organizations in the VUCA environment. Leaders
are also required to cultivate an agile culture to enable employees to think differently, to
generate new ideas, to be transparent and to share views by encouraging freedom of speech
among employees. These changes will help the leaders transform the internal environment of
organization with enhanced capabilities that would best match the expectations of the external
business environment (Schein, 2017; Zaucha, 2019; Jurisic et al, 2020; Rigby et al, 2020).
Juristic et al (2020) explored the stories of four global organizations where being agile had led
the organizations achieve success. The leaders of Spark, a New Zealand based digital-services
and telecommunications company, identified behavioural shifts to design the new agile
operating model to help employees along the agile journey, whilst, leaders in Roche, a 122-
year-old biotechnology company, facilitated personal change process where leaders shift from
limiting, reactive mind-set to an enabling creative ones. As with Spark and Roche, Magyar
Telekom’s leaders used structural changes on individuals and organizational levels, to align
people, customer and business processes as well as physical and digital working environment
to create an agile culture. On the other hand, ING, a well-known leader of agile transformation
in banking, concentrated on continuous learning and improvements, and tracked the impact of
the agile transformation on productivity and other dimensions of performance. The link
between soft and hard drivers, and the performance metrics enabled ING leaders to identify
cultural factors that influenced results that were crucial to the transformation’s success.
Therefore, it is evident that shift in culture is critical as the agile transformation would result

in improved organizational performance.
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In Malaysia, professional bodies are still very traditionally structured where the Chief
Executive Officer (CEO) of the Secretariat is guided by the Council and Office Bearers in
leading the organizations. In addition to this, committees, working groups and taskforces are
also set-up to assist the Secretariat in managing the business operations and planning on future
initiatives. The entire senior management structure is set up annually at the conclusion of the
Annual General Meeting (AGM) when the President and Council members are elected by

members to administer the Secretariat for a period of one year.

The CEO reports to the Council on strategic and policy issues of the organization whilst the
operations of the Secretariat are reported to the Office Bearers. Issues and actions in relation
to the operational activities of the respective departments are normally discussed at the
respective Committee meetings after which recommendations would be tabled at the Office
Bearers and Council meetings for approval and implementation. Therefore, the CEQO’s
authority in the prescribed professional bodies can be seen to be very limited because of the

management practice.

As the Council is elected by members, strategic decisions that relates to funds, member’s
benefits, brand image and any other strategic issues can only be considered and approved by
the Council. Hence, the governance structure of the professional bodies has remained the same,
that is, conventional and bureaucratic with various levels of reporting prior to decision-making.
This structure has caused a lot of delays in taking relevant actions on important business issues
thus reflecting a major weakness in leading the professional bodies in a volatile, uncertain,

complex and ambiguous environment.

The agile leadership and culture encourages team work to achieve better organizational
performance, however, the work culture in the professional bodies do not practice this approach
as each department reports to a particular committee or task force to accomplish its
departmental objectives. This clearly shows that work is done in siloes and there is no holistic
approach in managing the business operations. Any improvements that are undertaken are also
done in isolation as there is no integration between departments in producing the end results.
This work practices have also created sub-cultures that are different from the core culture of

the organization thus creating an imbalance in the organizational practices.
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It is important that leaders of the organizations scan the external environment to identify and
understand changes that has taken place, such as, change in customers’ preference and
expectation or any other challenges that could hinder the performance of the organization. In
the case of professional bodies, a few other examples may include changes in the legislative
requirements that could affect the content knowledge of the professional skills that may need
to be re-designed and technological advancements that may impact the delivery of professional
services to customers and clients. However, a few of the CEOs of the prescribed professional
bodies only take into consideration the legislative changes that affects the professional skills
but ignore other major changes thus affecting the readiness of the organization in facing

business challenges in the VUCA environment.

As a result of this, there has been lack of creativity and innovation in some of the professional
bodies as no transformation has been done to improve services deliverables to members,
customers and clients. Majority of them tend to use conventional methods to facilitate learning
and/or communicate with stakeholders. As a non-profit organization, the high investment cost
involved in upgrading the technology infra-structure could be a major concern for the CEOs,
however, these leaders must realise that they are left with no choice than to invest on the
technology infrastructure so that the efficiency in providing services to members could result
in improved performance. Failure to invest may impact adversely on the overall performance

of the organization as delays and inefficient services would result in customer dissatisfaction.

Apart from the above, professional bodies in Malaysia do not give importance on employee
lifelong learning, which is the source of innovation. They are only keen in organising training
programs to enhance knowledge and professional skills to meet the continuing professional
development (CPD) requirements imposed by the regulators. Members are required to attend
these training programs to accumulate the required CPD points annually in order to maintain
their practising license. Very few CEOs prioritise employee training and develop a highly
skilled and competent workforce. Hence, this has created an adverse impact on the
organization’s productivity, individual employee performance and organisational growth. The
organization remains static as employees are unable to think creatively or generate new ideas

to enhance the products or services.

As the researcher has been an employee in one of the Fourth Schedule Companies Act 2016

prescribed professional bodies in Malaysia, issues in relation to the organizational structure,
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conventional work practices, lack of creativity, and other factors as highlighted above, has been
part of the researcher’s experience. These encounters have, therefore, inspired the researcher
to explore to see if similar conditions exist in the other prescribed professional bodies and if
not, why, and what other differences exist and how it has impacted the performance of the
organizations. Even though most of the professional bodies have a common organization
structure and management practices, not all of them are able to achieve outstanding
performance in the Malaysian business environment. A few of them still face extreme
challenges in attracting and retaining membership in their respective professional bodies,
whilst other prescribed professional bodies remain strong in membership and revenue as they
adopt extra-ordinary business strategies to capitalize the opportunities that are available in the

wider business environment.

Here again the researcher is keen to know if the CEO’s role as the leader has had any significant
effect on the performance in these organizations and if the CEOs had initiated changes to the
organizational culture, which has resulted in an improved organizational performance. This
includes the change in the leader and employee’s mind-set towards the business approach
where new methods of doing business is explored and accepted, becoming nimble, focused and
flexible so that environmental expectations are met. In view of this, the researcher is keen to
know the type of leadership style that is being practised, the initiatives that are taken to
strengthen and improve the internal capabilities and how these actions have influenced the
organizational behaviour, which has brought about a significant impact on the overall

performance of these organizations.

To further explore the situation, the researcher also examined the annual reports of the
prescribed professional bodies to extract information with regard to the membership status of
each of the prescribed professional bodies. The membership database is assessed to understand
the strength of the organization as the higher the number of members, the better the bottom line
results could be expected. Among all the seven prescribed professional bodies, the best and
poor performing organizations were identified and analysed to understand the business
conditions. Upon reviewing the annual reports of the best performing prescribed professional
bodies, the researcher was able to identify the dynamism of the leaders through the various
initiatives they had taken to achieve continuous improvements on the overall performance of
the organization, such as, product developments, investments on IT infra-structure, business

collaborations and enhancement of membership services.
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In the CEO’s message, detailed explanations were provided on how the organization had
exploited technology advancements to meet the industry and market needs, and how it had
impacted the membership status and professional skills of its members in Malaysia. The notes
to the financial statements also provided sufficient evidence to demonstrate the impact of being
customer-centric as favourable results on the membership growth were reflected in the
financial statements of the professional body. In year 2020, the professional body reported a
total 0of 36,365 members as compared to 35,630 members in 2019 and 34,655 members in 2018.
This provides sufficient evidence on the growth of membership that has resulted from the
CEO’s dynamism, flexibility, creativity and agile actions. The overall outcome had also
resulted in creating a superior brand name for the professional body that has further enhanced
the member’s status in the Malaysian business industries. The members are highly sought after
for their professional services not only in the areas of accounting, taxation and auditing, but
they are also looked upon to provide company secretarial services, which is a completely new
role for the members of this prescribed professional body. The diverse role of these members
has created an impact on the membership against another prescribed professional body, which
is a very well-known premiere professional body for company secretaries in Malaysia, that is,

the “Company”.

The annual reports of the “Company” has indicated that there were only 4,170 members in
2020 whilst there were 4,207 in 2019, 4,183 in 2018, 4,1551n 2017 and 4,010 in 2016. Marginal
drop in membership number has been noted since 2016 when the new Malaysian Companies
Act was launched and the Fourth Schedule prescribed professional bodies were identified. On
the other, the drop in numbers are more apparent because the “Company” has only one type of
services to be offered, that is, company secretarial services, hence the adverse impact on the
bottom line results of the “Company”. Upon further review of the annual reports of the
“Company”, the researcher also noted that the information with regard to the organization’s
strategic directions, business intentions and how it had overcome challenges in the business
environment was explained in the President’s message but none of the actions taken were
dynamic as compared to the best performing prescribed professional body as mentioned above.
There was also no message received from the CEQ’s office to express the business conditions
at the “Company” or explanations provided on the actions that the organization had taken or
intend to take in order to improve the business conditions. This raised concerns to the researcher

as the role of the CEO does not look important and the responsibilities as the leader of the
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organization is not expressed well for the stakeholders understanding as compared to the best
performing prescribed professional body. This gives the impression that the CEO and his role
in leading the professional body is very mundane, thus, reflecting a major weakness in the
governance structure of the organization. Furthermore, it is also doubtful to know if this could
be the reason of the poor organizational performance as the CEO is not given the authority to

strategize and manage the “Company’s” business operations.

On the other hand, the President’s message too did not have any extra-ordinary information
given on the organization’s activities as most initiatives that were undertaken during the year
was almost identical to the previous years. There were only two exceptional events that were
reported over the last two years, that is, the launch of the new qualifying scheme and the re-
branding of the organization where it had helped to transform the administrative role of the
Chartered Secretary to a more powerful strategic role as Governance Professionals at the C-
suite level. However, sufficient promotional activities were not carried out to create the
awareness on the enhancement of the member’s roles. Thus, the need for the change in the
employer’s mind-set to accept the changed role of the Chartered Secretaries became a total
failure. On the other hand, the CEOs from the top performing prescribed professional bodies
continuously emphasized on the initiatives that the organization had taken to prepare their
members to be well equipped on the Industry 4.0 revolution, which they believe will prepare

their members to serve customers and clients better across all industries in Malaysia efficiently.

In addition to this, the “Company” which is wholly owned and controlled by the parent
organization in the UK, finds it difficult to respond quickly to the challenges in the Malaysian
business environment as it is obligated to comply to policies and standards of the parent
organization. The division is required to obtain approval from the parent organization if
deviation from the normal practice is required. Furthermore, the “Company” has not developed
a close relationship with the Malaysian government agencies and/or regulatory bodies as
compared to the other Fourth Schedule prescribed professional bodies. These factors have

B

weakened the brand name of the “Company” and the membership status thus causing a

downward trend in the membership numbers over the past few years.

It was further noted that the “Chartered” qualification of membership is a unique selling point
and it should have been highlighted in the annual reports so that it could help enhance the

membership status. However, the product differentiation was never emphasized in any of the
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“Company’s” marketing and promotional activities. Instead, the President’s statement
provided information that was related to collaboration initiatives that were undertaken with
educational institutions as the means to increase the membership numbers. Nevertheless, this
enabled the “Company” to strengthen its relationship with the Universities and promote the
qualifying programme to potential students who wish to pursue their career in the company
secretarial practice. However, the outcome of these initiatives were not impressive as the

membership statistics continued to decline year after year.

As the “Company” has been around in Malaysia for more than a decade, the decline in
membership numbers does not reflect well on the organization’s performance and this may
cause the organization to lose its market position to the other Fourth Schedule Companies Act
2016 prescribed professional bodies, unless the root cause to the poor performance is identified
and rectified. This may also result in the “Company” to lose its identity as the premier

professional body for company secretaries in Malaysia, if the problems persist.

In summary, organizations that aims to improve its bottom line results should strategize itself
well so that they are able to face challenges that are forced by the external environment. This
directly links to the leadership of the organization because as described by Schein (2017),
Joiner (2019) and Zaucha (2019), leaders play a significant role in leading the organization in
the right direction through their vision and mission, inspire their employees and shape a suitable
organizational culture by integrating the internal conditions that matches the external
environment expectations. In addition to this, leaders must also ensure that the internal
resources are responsive, flexible and adaptive to the external changes so that the

organizational objectives can be achieved without constraints.

The leaders constantly communicate their action plans to create the excitement and inspire
employees at the work via internal branding, which would help position the organization in the
marketplace via external branding (Ogbonna and Harris, 2000; Jaharuddin, 2003; Kantabutra,
2006; Zehir, et al., 2011; Wahab et al., 2016; Lee, et al., 2018). This whole process is referred
to as the branding of leadership where the leader brands oneself by shaping the organization
with the unique style of leadership, as such, leadership develops the image of the organization
(Smallwood and Ulrich, 2007; Chittipaka, 2011). The reputation and performance of the Fourth
Schedule Companies Act 2016 prescribed professional bodies is highly dependent on its
leaders, that is, the Chief Executive Officers (CEOs). These leaders are responsible for
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establishing the organization’s image, which could be achieved if the appropriate leadership
style that is relevant to the current environment is adopted. Therefore, the research problems
identified among the Fourth Schedule Companies Act 2016 prescribed professional bodies in
Malaysia strongly relates to the overall performance of these organizations. The researcher
believes that the key factors that has possibly affected the performance of the professional
bodies could be related to the leadership style and the organizational culture, hence, the aim of
this study would be to understand and examine the relationship between these variables:
leadership style, organizational performance and organizational culture, to justify the

underlying truth of the related theories to the real world situation.

As the business environment has become more volatile, uncertain, complex and ambiguous,
agility would be linked with the leadership style and organizational culture to achieve improved
organizational performance. The AGILE Model by Horney and O’Shea that links the VUCA
environment and agility would be referenced to explain how leadership agility and
organizational agility could be developed to help organizations in becoming top performers in
the industry. As each area in the model is linked to the five critical drivers: anticipating change
(A), generating confidence (G), initiating action (I), liberate thinking (L) and evaluating results
(E), the abilities the agile leader would be demonstrated by relating to them. Explanation will
also be included on how the drivers mentioned in the model would be used to cultivate the agile

organizational culture that is required.

The critical drivers of the Model that is adopted would express the outcome of this research,
on a macro level, with the development of the conceptual framework that links the agile
leadership style and organizational performance through the mediation of the organizational
culture, which could be applied to the Fourth Schedule Companies Act 2016 prescribed
professional bodies to improve its organizational performance. On a micro level, these critical
drivers would be linked to the core cultural elements, that is, organization structure, people and
internal business processes, to explain how environmental changes could impact the internal
environment of the business. This is because the three core cultural elements are inter-
dependent and changes imposed on one cultural element could impact another, hence, it is
important that the change process is thorough so that a balanced distribution of the internal
resources can be attained. In addition to this, a smooth integration of these core cultural
elements would also be essential, if improved organizational performance is desired. Therefore,

the change and integration process of the core cultural elements would be emphasized if
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appropriate organizational culture is to be developed, especially in the case of Fourth Schedule

Companies Act 2016 prescribed professional bodies in Malaysia.

In summary, this study would explain the concepts and relationships of agile leadership style
and organizational culture as the determinants of organizational performance. By doing so, the
researcher would be able to arrive at conclusions that would ascertain the significant effects
between the three variables: agile leadership style and organizational performance, and agile
leadership style and organizational culture, and organizational culture and organizational
performance, all of which that would be analysed from the Malaysian professional bodies

perspective.

1.3 RESEARCH OBJECTIVES AND RESEARCH QUESTIONS

The research objectives of this study are:

RO1 : To examine the impact of agile leadership style and organizational performance
of professional bodies in Malaysia.
RQ1 : Does agile leadership style have a significant effect on organizational performance of

professional bodies in Malaysia?

RO2 : To examine the impact of agile leadership style and organizational culture of
professional bodies in Malaysia.
RQ2 : Does agile leadership style have a significant effect on organizational culture of

professional bodies in Malaysia?

RO3 : To examine the relationship between organizational culture and organizational
performance of professional bodies in Malaysia.
RQ3 : Does organizational culture have a significant effect on organizational performance of

professional bodies in Malaysia?

RO4 : To assess the mediating effect of organizational culture in the relationships
between leadership style and organizational performance of professional bodies in

Malaysia.
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RQ4 : Does organizational culture mediate the effect of leadership style on organizational

performance of professional bodies in Malaysia?

ROS5 : To investigate the effects of organizational culture on internal integration of
professional bodies in Malaysia.
RQS5 : Does organizational culture have any significant effect on internal integration in

professional bodies in Malaysia?

RO6 : To investigate the effects of internal integration on organizational performance
of professional bodies in Malaysia.
RQ6 : Does Internal Integration have any significant effect on organizational performance of

professional bodies in Malaysia?

The researcher understands that there is a range of characteristics that is associated with agile
leadership style, which if it is present, could help the leaders in the organization to cultivate
suitable organizational culture to complement the conditions according to the expectation of
the business environment, and as a result improved organizational performance could be

achieved.

1.4 SIGNIFICANCE OF STUDY

Answering the research issues would provide valuable contributions to the knowledge that is
going to be presented in Chapter Five of this research project. As the result of this study, the
current body of knowledge that is available would be enhanced through the development of a
conceptual framework for agile leadership. The new knowledge would explain the abilities of
an agile leader and how this leader would transform the organization to become agile so that
improved the organizational performance could be achieved. In addition to this, the enhanced
knowledge would provide an in-depth explanation on the core cultural elements of the internal
environment and demonstrate how integrating these elements could create a significant impact
on the performance of the Fourth Schedule Companies Act 2016 prescribed professional

bodies.
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Even though there is a positive indication on the demand for professional services in Malaysia,
only those prescribed professional bodies that are strong and able to demonstrate their readiness
to face the environmental challenges would be able to retain their position in the industry. There
are many leaders who still live on their past glories and practices, hence, refuse to change or
explore new opportunities. As a result, organizations that are led by these type of leaders find
it difficult to cope with the disruptions and uncertainties as they lack the internal capabilities
to match the external expectations such as market trend, customer requirements and technology
advancements. Therefore, this research is conducted with the intention to assist the Fourth
Schedule Companies Act 2016 prescribed professional bodies in Malaysia to gain proper
understanding on what is agile, and how agile leadership abilities and agile organizational
abilities could be achieved to help sustain and grow the organizational performance in the

VUCA environment.

Leaders of the professional bodies would be able to apply the findings derived from this study
as a guideline to help them evaluate their current leadership qualities and adopt the most
appropriate leadership style that would be suitable in leading organizations today. It would help
them to assess the relevance and suitability of their leadership style with the current business
conditions and identify changes that needs to be made so that they are able to lead their
organizations more effectively. In addition to this, the research would also highlight the
importance of organizational culture where it is the leader’s responsibility to cultivate the most
appropriate corporate culture that would help organizations to become more responsive to

changes, exploit opportunities and overcome challenges.

In relation to this, the importance of agility would be emphasized for leaders to firstly
understand its meaning and subsequently understand how organizations could benefit by
becoming agile. Leaders must realise that when an organization becomes agile, it would
become more focused, fast and flexible in reacting to the volatile, uncertain, complex and
ambiguous business environment. In order to cultivate an agile culture, leaders must be able
evaluate the core cultural elements of the organization and decide how change can be facilitated
in order to influence the organization’s outcomes positively. Finally, it is the leader’s
responsibility to ensure that these elements are changed and integrated appropriately so that
the outcome derived is holistic and contributes well to the overall performance of the

organizations.
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1.5 SCOPE OF STUDY

This research aims to explore the role of leadership and its influence upon the development of
corporate culture that is required to improve organizational performance in the volatile,
uncertain, complex and ambiguous (VUCA) business environment. Even though various
studies have been conducted to prove the relationship between leadership, culture and
organizational performance, no extended discussions have been made on the leadership agility
organizational agility that is needed in achieving improved bottom line results. Therefore, this
study will demonstrate the leader’s influence upon organizational performance via the
transformation and integration of culture in the areas of organizational structure, employee’s

mind-set and involvement, and the internal business processes.

A quantitative study was conducted on the Fourth Schedule Companies Act 2016 prescribed
professional bodies in Malaysia. There are seven professional bodies listed in the Schedule,
namely, MAICSA, MIA, MICPA, MACS, the Malaysian Bar, Sabah Law Association and the
Advocates Association of Sarawak. The first five professional bodies are located in the Klang
Valley of Peninsular Malaysia whilst the last two of the professional bodies are located in East
Malaysia. Data was gathered from survey questionnaires that were distributed to all the seven
prescribed professional bodies and results were verified against the underlying truth on theories
relating to leadership style, organizational culture and organizational performance. The study
focused primarily on the significant influence of a particular leadership style on organizational

performance that is mediated through the influence organizational culture.

1.6 TIMELINES

The focal point of this scientific research was to be objective on the research conducted, thus,
information collected would be analysed systematically to arrive at reasonable conclusions.
The entire process started with the compilation of literature review, research design up to
research execution. It is a multi-stepped process that is linked to one another, hence, due care
was taken to ensure that every single information collected would be carefully processed to
avoid making wrong judgments. As the process is long and tedious, the proposed duration to

the complete the research would be between 18 to 24 months.
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While the compilation of literature review was done, the arrangements on the approval to

contact research participants of the prescribed professional bodies was initiated. On approval,

survey questionnaires were distributed directly to all respondents via email. It is important to

note that not all respondents would revert to the survey questionnaire but alternative actions

were made to follow-up with the respondents to achieve the minimum number of respondents

required for this study so that the overall analysis of the study was not adversely affected at the

concluding stage. Replies received from the respondents were collated and analysed

accordingly to obtain answers to the research questions and hypotheses that were developed.

On completion of the analysis, conclusions and recommendations were made for the

“Company” and other organization’s reference.

1.7 GLOSSARY OF TERMS USED

Agile

organizations

Agile
Leadership

Agile Model

Agile Culture

Agility

Describes the organizations ability to move quickly and easily to manage

challenges from the external business environment.

It refers to the leader’s style of creating change that contributes to building

an agile organization.

It is a unifying framework for agility that is used to align people, process
and technology operationalized through the five critical drivers of
anticipating change, generating confidence, initiating action, liberate

thinking and evaluating results.

It describes the environment that is underpinned by values, behaviours and
practices, which enable organizations, teams and individuals to be more
adaptive, flexible, innovative and resilient when dealing with complexity,

uncertainty and change.

It expresses the ability of individual or organizations to move fast and

easily or to think and understand quickly.
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Ambiguity

Complexity

Customer-

centricity

External

environment

Internal

environment

Internal

Integration

Internal
business

process

Leadership
Agility

Mediation

It describes the lack of clarity and the possibility of having more than one

meaning or interpretations.

Describes a complicated situation or process where every factor needs to

be considered before arriving at conclusion or taking decisions.

An approach that adopted by businesses to provide a positive customer
experience at the point of sale and after sales services in order to gain

competitive advantage and better profits.

This best describes the external factors or influences that creates an impact
on the operations of businesses and it is necessary for organizations to act

or react in order to keep up with the flow of operations.

This refers to factors within an organization such as culture, members,
events and factors that has the ability to influence decisions and behaviour
of people in the organization.

It is a process that involves the coordination, collaboration
and integration of business activities within and across other functional
areas in an organization.

It is the set of activities and tasks when once completed, will accomplish
the organization’s goals.

It describes the abilities of a leader to take effective actions in a complex

and rapidly changing environment.

It refers to the intervention in a process between two or more relationships
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Organizational

Culture

Organizational

Performance

Organization

Structure

Participants

Performance

measurement

Processes

Professional

body

Respondent

Stakeholder

Strategic fit

Transformation

It defines the way how people behave in an organization, that is, the shared
beliefs and values which are established by leaders, who communicate and
reinforce them through various methods, ultimately shaping employee

perceptions, behaviours and understanding.

It is the actual results achieved by an organization as measured against its

goals and objectives.

It describes the structure, tasks allocation, coordination, and supervision

directed toward the achievement of organizational aims.

A person or an organization that takes part in an activity.
Describes the measurement of results, tracking of progress and

comparisons of outcomes against goals/expectations set.

It describes a series of actions or steps taken to complete a particular task.
It is an organization with individual members practicing a profession in
which the organization maintains an oversight of the knowledge, skills,

conduct and practice of that profession or occupation.

It refers to the person who responds to question posed either in the form of

survey questionnaire, emails or via telephone interviews.
Any individual or business unit that is influenced by the product/services
or actions taken or received by the respective organizations. Stakeholders

can be either internal or external to the organization.

It is the degree to which an organization matches its resources and

capabilities with the opportunities available in the external environment.

Describes the change of its original state converted into another new state

or being.
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Uncertainty

Volatile

VUCA

Environment

It describes the state of being unsure or lack of predictability of the changes

that may influence situations or conditions in the environment

It refers to external elements in the business environment that has the

potential to affect the organization directly or indirectly.

It refers to the unpredictable nature of the external business environment

due to volatility, uncertainty, complexity and ambiguity.
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CHAPTER TWO - LITERATURE REVIEW

2.1 INTRODUCTION

Chapter One outlined the scope of study that comprehends the knowledge on leadership style,
organizational culture and organizational performance. The Fourth Schedule Companies Act
2016 prescribed professional bodies in Malaysia was referred as the subject of the study where
the impact of leadership style on the organizational performance of the professional bodies
were examined, and the organizational culture was referred to as the mediating factor between

the independent and dependent variables.

The Fourth Schedule Companies Act 2016 prescribed professional bodies in Malaysia include
The Malaysian Institute of Chartered Secretaries and Administrators (MAICSA), The
Malaysian Institute of Accountants (MIA), The Malaysian Bar Council, The Malaysian
Association of Company Secretaries (MACS), The Malaysian Institute of Certified Public
Accountants (MICPA), The Sabah Law Association and The Advocates Association of
Sarawak. These professional bodies are approved by the Act where its members are able to
practice as Company Secretaries in serving organizations and individual clients in the

Malaysian business industry.

The aim of literature review in this chapter is to introduce the theoretical concepts of the three
variables that is being examined in this study: leadership style, organization culture, and
organizational performance. The chapter begins with an introduction on the current business
environment where on the VUCA environment is defined and the meaning of volatility,
uncertainty, complexity and ambiguity is explained in detail with reference to various scholars’
descriptions. The views of scholars on the four words ‘VUCA’ and their suggestions to

overcome the environmental challenges was highlighted for better understanding and analysis.

Further discussions on ‘agility’ that is commonly highlighted by most of these scholars are also
included in the subsequent paragraphs. The explanation includes the meaning of agility and its
underlying concepts in relation to two areas that are being explored in this study, that is, agile
leadership and organizational culture. From the literatures gathered, critical review will be

made to justify the significant effect between agile leadership and organizational performance.
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Field research that were conducted in the past will be referenced in the discussions to further

help in developing the first hypothesis of this study.

Subsequent discussions on organizational culture will be made to gain better understanding on
its definitions, dimensions and development of organizational culture. This will help describe
how and why culture change happens and who is responsible in cultivating the right culture in
an organization. Critical review by various scholars and field research from the past will be
included to support the explanation between leadership style and organizational culture and its
impact on organizational performance. These discussions will help the researcher to develop
the next two hypotheses in relation to leadership style and organizational culture, and

organizational culture and organizational performance.

Organizational performance refers to the bottom line results of an organization where the
outcomes of business activities are used to determine the overall health conditions of the
organization. Assets, such as, capital resources, physical resources and people, are the
organizational resources that are used to produce value in business activities, hence, the real
meaning to organizational performance is value creation. Key performance measurements of
core activities are identified, measured and evaluated to determine the achievement of
outcomes against the overall goals and objectives of the organization. Therefore, a critical
review in relation to the definition of organizational performance, concepts, dimensions and
performance measurement indicators, will be discussed in-depth to gain better understanding
on organizational performance and it’s true meaning to value creation. The results from
previous field studies will also be included to support the discussion on leadership style,
organizational culture and organizational performance. For the purpose of this study, the agile
leadership style will be linked to organizational performance to demonstrate the significant
effect between the two variables, and further linked with organizational culture to demonstrate

the mediation effect.

Until now, there have been enormous number of empirical studies conducted by researchers on
the three concepts of this study: Leadership Style, Organizational Culture and Organizational
Performance. For example, Baumgartner (2009) explored the role of organizational culture and
leadership as preconditions for the development of sustainable corporation; Kantabura (2006)
conducted a study on organizations in Thailand on the vision-based leadership style and

sustainable business performance; Hasan et al., (2018) examined the impact of leadership styles
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on organizational performance; Frontiera (2010) explored the link between leadership and
organizational culture transformation in the professional sport organization perspective;
Wahab et al. (2016) studied the leadership styles and organizational performance among
academics leaders in education service environment in Malaysia; whilst Lee et al. (2018)
conducted a study on the Malaysian manufacturing firm to examine the effects of
organizational culture on performance. However, these studies had examined the direct link

between two variables only.

On the other hand, there were other studies that had examined the direct relationship between
three variables. For example, Ogbonna and Harris (2000) gathered empirical evidences from
the UK companies to justify the relationship between leadership, organizational performance
and organizational culture and performance. Similarly, Jaharuddin (2003) investigated the
relationships between corporate cultures and leadership styles towards organizational
performance of local and foreign organizations in Malaysia, whilst, Zehir et al. (2011)
conducted a case study research on the multinational companies in Istanbul to examine the
effects of leadership styles and organizational culture over firm performance. These field

studies identified will be used closely for discussion in this chapter.

In addition to this, theories developed by other scholars such as Edgar Schein (2017), Kotter
and Heskett (2011), Deal and Kennedy (1983), Northouse (2016) and Yulk (2008) is also used
as the main reference to discuss the concepts on leadership style, organization culture, and
internal integration. Theoretical concepts developed by Horney and O’Shea (2015) on the
VUCA environment and the AGILE model that was developed as a framework for success for
future leaders to use as the developmental roadmap is also included for discussion in this
chapter. Their emphasis on agility that has also been strongly supported by researchers, such
as, Smet, Gagnon and Aghina from the research organization McKinsey & Co and other
researchers such as Zaucha and Bazigos who had contributed in-depth discussions on

organizational agility and leadership agility are also included in the literature review.

Lastly, theories developed by Yulk (2013), Kaplan and Norton (2001), and Venkatraman &
Ramanujam (1986) and Carton’s (2004) on organizational performance is also included to
define and explain the dimensions of organizational performance. The discussions will include
explanations on performance management systems, which will include the understanding of a

performance measurement system as an essential the tool to assess an organization’s health.
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On the completion of the discussions, the underpinning theories would be used to develop the
remaining hypotheses to be tested and thereafter to develop the conceptual framework arising

from the outcome of this research.

2.2 THE BUSINESS ENVIRONMENT TODAY

The contemporary business environment has become more dynamic and challenging due to
various accelerating factors such as digitization, globalization, automation, analytics and other
forces of change. Organizations are expected to modify the way businesses are managed and if
possible adopt new approaches so that they are able to face these challenges that are seen in
the volatile, uncertain, complex and ambiguous (VUCA) environment (Bennett and Lemoine,
2014; Horney and O’Shea, 2015; Aghina, 2015; Smet, 2015; Zaucha, 2019). VUCA is the
description of the current business environment which is regarded as volatile, uncertain,
complex and ambiguous. This acronym was coined by the social scientists who worked with
the U.S. Army War College in the 1990s. They referred this to the ongoing chaotic situation
around the world and used it in their mission to make the military leaders understand how they
should lead their army under similar chaotic situations. It was since then the VUCA description
became popular and is now referred by many others to describe the modern business

environment.

In today’s business world, organizations may see a rise in the number of business opportunities
arising from globalization and technological advancements; however, there are also great
challenges that these organizations could face in managing their businesses due to various
factors such as demographic shifts in the workforce and high investment costs on technology
infrastructure. One of the most recent examples of the VUCA environment is the Covid-19
pandemic that had profoundly impacted not only business operations and the global economy
but also people’s lives, health and livelihood globally. The pandemic has disrupted the global
supply chain and forced countries to manage movement control order (MCO) to control the
spread of the virus. Many organizations were forced to scale down operations, whilst, a few
had to close down due to the decline in demand. This has created an adverse impact on the
employment rate and has increased the risk of the economy going into recession. The Business
Sentiment 2020/21 report published by Monash University Malaysia, highlights that besides

the Covid-19 pandemic, political instability has also caused uncertainty, market volatility and
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economic risk in Malaysia. The report further added that the shrinking demand, intensive
competition, Industry 4.0 technologies, lack of talents in the country on ICT and new
technology skillsets, and global environmental standards were other few that has created more
uncertainties to businesses in the country. According to impact assessment of the
manufacturing sector in Malaysia, adverse impact of 74% decline were recorded on textile,
wearing apparel and footwear production, 69.3% in the transport and equipment industry,
68.4% in wood, furniture, paper products and printing, 62.7 in non-metallic products and 37.1%
in electrical and electronic products, thus, resulting in a drop of 37.2% overall manufacturing
performance index in 2020. Likewise, Datuk Mohd Shukrie Mohd Saleh, Group CEO of
Malaysian Airports said that the global aviation industry was also badly hit with a decline of
64.2% in global passenger traffic towards the end of 2020 due to air travel standstill. He added
that similar situations were felt in other industries in the ecosystem and difficult but important

decisions were forced to be made in order to manage the crisis.

However, there were many Malaysian business leaders, such as education (universities and
professional bodies), food, banking and service industries, accelerated the adoption of
technologies to establish new processes with improved cost structure and adjusted the way
business is done according to the changed situations so that wider scope of customers could be
reached locally and globally. This created new platforms for competition and future advantage
because these businesses managed to analyse the market and at the same time taken the risk
and invest to transform their businesses (Business Sentiment 2020/21 Report). The CEO of one
of the largest professional bodies in Malaysia, The Malaysian Institute of Accountants (MIA),
Dr Nurmazilah Dato’ Mazlan said that the Institute regularly revisited and refined its
operational plans to ensure that it remained on track to achieve the four Strategic Objectives
set. It ventured into the most effective innovations, that is, virtual platforms that enabled the
Institute to deliver 75 outputs in 2020 as compared to 71 outputs in the previous year. These
online platforms and engagements are the enabler for financial sustainability as it enabled the
Institute to deliver higher quality CPE events to greater number of participants at a more
economical costs. Similar reviews were also received from Novie Tajuddin, CEO of The
Malaysian Institute of Certified Public Accountants (MICPA), on the good outcomes as the
Institute was able to swiftly respond and take dynamic actions to adapt to the changes in the
VUCA environment, that is, the COVID-19 pandemic. The Institute’s collaboration with the
Chartered Accountants Australia and New Zealand (CA ANZ) gave it a competitive edge as

the professional examinations were offered online. Almost all events organized by the Institute
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were offered virtually and larger reach out were achieved resulting in an increase of 7% of

revenue and 78% of surplus compared to the previous years.

Therefore, all the four characteristics of VUCA are true of the challenges that every
organization is facing due to the pandemic now: volatile as it is unpredictable; uncertain as
there is no prediction on when the pandemic will end; complex as it affects all aspects of life;
and ambiguous as there is no best practices that organizations can follow to face the challenges
caused by the pandemic. However, with the presence of true agile leaders a few organizations
are able to translate the challenges into opportunities for a better business sustainability and

growth.

According to Bennett and Lemoine (2014), it is true that leaders are faced with multiple issues
to resolve nowadays and this can become a threat on the organization’s performance if they are
not resolved immediately. However, recognizing and resolving them may not be any easier too.
Thus to manage the turbulence, Bennett and Lemoine (2014) made recommendations for
leaders to adopt the practice to diagnose and label situations appropriately so that actions can
be taken to manage the organization’s resources and to sustain the organizational performance.
Similarly, Horney and O"Shea (2015) supported to say that understanding the uncertainties of
the VUCA environment will enable leaders to identify the internal capabilities in advance and
develop them to face the uncontrolled challenges with confidence, create engagement,
adaptability and nimbleness. They also stressed the point that for organizations to succeed in
the VUCA environment, transformation was essential. This was further supported by Brosseau
et al. (2019) as they explained the need for a transformation from traditional organizations to
agile organizations. They added that the change does not only refers the process, structure,
strategy, people and technology but it is first a change in mind-set of the leaders. Therefore,
leaders should firstly re-look at the way they operate; think and lead their businesses; and then
transform the internal conditions in the organization where required so that the level of change

in terms of competition, customer trend and workplace environment can be matched.

Since the early 2000, continuous digital developments, increased inter-connectivity and intense
global competition have effected customer expectations in many ways and this has brought
about huge developments where innovation has become the trademark of the 21 century
(Smet, 2018). Conversely, Aghina (2015; 2018) said that it was important for the people in the

organizations to think ahead and be well prepared to face surprises and challenges as many
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unpredictable events could occur. He said the people should adopt different attitudes and
behaviour towards work and leaders should develop their people skills and create new tools for
organizations to thrive in the VUCA environment. In support of this, Professor Ismi Arif Ismail,
Director of the Institute for Social Science Studies (IPSAS), Malaysia in his article titled ‘New
trends in higher education: Are we ready’ published in April 2021 has also said that, ‘new
trends will bring significant changes to the higher education landscape, so leaders and
professionals should be agile and ready to adjust their styles of leading and managing their
organizations to match the situation and stakeholders that they are dealing with. Leaders must
capitalize the trends to enhance their practices in leadership and governance, collaborate with

multiple stakeholders locally and globally so that they remain current and future ready.

Somehow, Bennett and Lemoine (2014) noticed that most leaders misunderstand the meaning
of VUCA - volatility, uncertainty, complexity and ambiguous. They assume that all the words
have the same meaning and are synonymous to ‘unpredictable’, ‘unavoidable’ and
‘unsolvable’, but they failed to understand that each word has a unique meaning and should be
dealt with differently. Unless leaders are able to identify the unique challenges of each word,
they would not be able to seize the opportunities that are available and may prepare for the
wrong challenges or misdirect resources instead of addressing the actual issues (Bennett and

Lemoine, 2014).

Bennett and Lemoine (2014) explained volatility as an unstable change. Even though sufficient
information is available and the situation is understandable, change is frequent and some can
be unpredictable. Schick, Hobson and Ibisch (2017) highlighted the essential characteristics of
volatile environment as having constant changes, surprises and unpredictable results.
Conversely, Horney and O’Shea (2015) said volatility is when unexpected events occur, for
example, the financial crisis that had happened in 2008. Volatility causes the need to have new
thoughts and build new ideas to do business because the old ones had become irrelevant under
current circumstances. Hence, to cope with volatility effectively, Bennett and Lemoine (2014)
suggested the leaders to leverage on agility by using the organization’s resources to develop

agility and create the potential for future flexibility.

Horney and O’Shea (2015) urged leaders to be prepared to take risk, make fast decisions and
create contingency plans so that they are able to avoid or overcome surprises by being able to

anticipate potential situations. Volatility can cause uncertainty that obstructs confidence and
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speed for the average organizations, however, it does offer great opportunities to organizations
that are more focused, fast and flexible in responding to the unexpected (Horney and O’Shea,
2015). According to Zaucha (2019) the key quality of a leader in a volatile environment would
be authenticity where self-esteem and values of the leader represents the identity of excellence.
The strengths and benefits from past experience and potentials give the confidence for the
leader to take risks and make decision daringly. He also said leaders should be vigilant, flexible

and proactive thus leaders with narrow thinking would not be able to cope with volatility.

On the other hand, uncertainty can make predictions difficult because things could be unclear
and it can erode the confidence and control of leaders who are especially control-oriented. This
undermines the capabilities of leaders and teams as the result of delayed actions thus weakening
the organization's competitive readiness. In order to handle the situation better, Horney and
O’Shea recommended the leaders to build people skills throughout the organization and equip
them with the capabilities required. Constant communication with employees is encouraged so
that people would understand the change and be prepared to act accordingly. Similarly, Bennett
and Lemoine (2014) described uncertainty as lack of knowledge of an event and its
implications. The cause and effect may be understood but significant effect of the change may
not be known, that is, unclear. Therefore, leaders should gather information from various
sources and study them from different perspectives so that the situation and its implications

can be understood for better business performance.

Similarly, Zaucha, (2019) said that the key challenge of a leader under uncertain condition is
the interpretation of data and situations. This can cause problems in providing concrete
solutions. Hence, leaders under such situation should see the challenge as an opportunity to
develop and grow, and they should be open to diverse perspectives, adopt innovative solutions,
operate beyond boundaries, and be capable of taking risks to make new decisions. In short,
leaders who practice openness will uncover their own capabilities and grow, which will
eventually motivate them as leaders and also the team members whom they are leading

(Zaucha, 2019).

Conversely, complexity relates to the various parts in the organization that are interconnected
with in-depth network of information and procedures and manage this effectively leaders must
take a holistic view of the internal system/processes to match with the external complexities

(Bennett and Lemoine, 2014). Similarly, Horney and O’Shea (2015) said complexity would
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arise when there is a growing need of expansions on the interactions of parts of critical
processes, hyper-technology, cultural nuances and many other possible causes. They said
complexity is the greatest challenge for CEOs today because it requires leadership creativity
and organizational dexterity for fresh creative thinking and organizational mobility to adapt,
change and pick-up the pace. Therefore, Horney and O’Shea (2015) said leaders who give
priority and emphasize on the value propositions, organizational values and strategic actions
are the ones who will be able to lead well to gain the competitive advantage. On the other hand,
Zaucha (2019) said complexity requires leaders to synthesize and analyse the entire situation
and individuals simultaneously so that a cohesive conclusion could be drawn on the situation.
Therefore, leaders who are flexible in their thoughts and decision-making would be the best to

create organizational stability.

Lastly, to overcome the challenges that are imposed by ambiguity, it is best for leaders to adopt
a cohesive approach when analysing things (Zaucha, 2019). The leader’s influence and
collaboration with others becomes much better to understand when things can be seen in
totality. Therefore, cohesion reflects the leader’s identity, beliefs and values, unity of thought,
speech and actions thus any unclear situations would not affect a cohesive leader and it is key
to effective decision-making (Zaucha, 2019). On the other hand, Horney and O’Shea (2015)
said ambiguity would happen when there are many alternatives or meanings given to situations
whilst Bennett and Lemoine (2014) described ambiguity as a situation where the cause and
effect cannot be understood because there are no set rules available to make predictions on
what to do, thus, lack of clarity and blurred details could make things become very subjective.
Bennett and Lemoine (2014) further added that not everyone in the organization would come
to an agreement on the situation as different people would have different views. In view of this,
Horney and O’Shea (2015) also said that because of this, promises made could be different
from the policies and practices implemented, thus, it could distort the real meaning to the
organization's intentions and priorities. Conversely, Bennett and Lemoine (2014) said
ambiguity can be directly connected to innovative solutions because looking at past experience
to learn or draw meaningful conclusion would not make sense anymore in the VUCA
environment, hence, it is a situation of experimentation for organizations. In support of this,
Zaucha (2019) too suggested that to eliminate ambiguity it would be best that new strategies

are developed to override old practices that are no longer applicable.
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In summary, every organization is influenced by the VUCA environment in its own way and
the only way to lead organizations today would be by treating the VUCA world as a challenge.
As highlighted by Zaucha (2019), organizations in the past evolved in the circle of stability and
predictability. They were able to revert to the old management model that had proven success
after every worst encounter; however, such practices do not exist in the VUCA world. Hence,
leaders are advised to approach every challenge by evaluating each of the VUCA elements to
develop better capacity to achieve better organizational performance (Zaucha, 2019; Horney

and O’Shea, 2015).

Developing capacity helps to create organizational agility because constraints and
opportunities are clearly identified and responded in a better and faster way. It also helps
organizations understand its readiness to face challenges in the VUCA environment. According
to Horney and O'Shea (2015), having the true agility is an advantage to the organization
because it can make things difficult to be replicated by other players in the industry. In view of
this, Aghina (2015) in agreement with Bennett and Lemoine and Horney and O’Shea suggested
that leaders should accept and embrace agility in leading organizations today so that they are
able to make the right predictions by understanding the uncertainties in the environment and

take right actions in a more organized manner.

Cottmeyer (2020) said adopting agile means to deliver better outcomes. He said this can be
done by understanding the business goals, align them with the organization’s common
outcomes, explain the transformation strategy and identify the necessary trade-offs. He further
added that by being agile, organizations can identify if the transformation undertaken was
heading towards the right direction. On the other hand, Brosseau et al. (2019) in support of
Aghina et al. (2018) described agile organizations by referring it to, ‘a network of teams
operating in rapid learning and decision-making cycles. Agile organizations instil a common
purpose and use new data to give decision rights to the teams closest to the information’. Thus
an agile organization is able to combine velocity and adaptability with stability and efficiency
(Brosseau et al., 2019). Aghina et al., (2018) also said truly agile organizations are very stable
because they structure the backbone elements to progress slowly so that it is able to support the

dynamic capabilities to adapt fast to opportunities and challenges.

According to the Bazigos, Smet and Gagnon'’s research conducted among 1000 companies in

2015, speed with stability was identified as two strong predictors of organizational
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performance. These two elements had generated better outcomes especially in the areas of
financial management, financial incentives, capturing external ideas and employee
involvement in shaping the organization’s vision. They said agile organizations that combined
speed with stability had higher premium compared to others. Besides that, the survey also
revealed that role clarity and operational discipline were powerful evidence that makes agile
companies special because they are able to balance speed with stability. Other management
practices such as innovation and learning has also helped in capturing new ideas and knowledge
sharing whilst motivation and inspirational leadership had created significant values to these

organizations.

Therefore, to achieve success in the business environment today, organizational agility and
leadership agility is crucial as it helps organization cope with all aspects of volatility,
uncertainty, complexity and ambiguity (VUCA) by being focused in areas that requires
attention, fast in taking actions and flexible in making relevant changes to match the external
conditions (Horney and O’Shea, 2015; Aghina, 2015; Zaucha, 2019; Bennett and Lemoine,
2014).

2.3  ORGANIZATIONAL AGILITY

Smet (2015) defined agility as the organization’s ability to renew, adapt and change fast in a
turbulent and ambiguous environment. He explained that agility requires both the capabilities
to change fast and also a strong stable foundation, which is the anchor point that remains
unchanged while other parts change. This stability reflects on the leader and the people who
belief in the leader. Similarly, Zitkiene and Deksnys (2018) described organizational agility as,
‘the ability to recognize unexpected changes in the environment and appropriately respond in
a swift and efficient manner, by utilizing and reconfiguring internal resources, thus gaining
competitive advantage in the processes’. On the other hand, Horney and O’Shea (2015)
described agile organization as being healthy and vibrant by being focused, fast and flexible in
continuously aligning people, processes and technology to adapt to the changing conditions.
They said to achieve agility, it should be holistic, that is, it must be implemented in every area,
function or department in the organization. Further, leaders must understand the connections

between departments (the ‘and’) against alternatives of choices (the ‘or’) in preparing for
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agility that is critical. Decisions on this must be carefully considered as no trade-off should be

made unnecessarily.

Conversely, Singh et al. (2013) conceptualized agility as, ‘the organization’s capacity to

produce change along two dimensions that are posited to be typically in tension:

(1) magnitude of variety, and

(2) rate of variety generation change,

that allows organizations to move with flexibility and speed relative to its competitors’.
Further, Aghina (2015, 2018) defined organizational agility as being flexible to adopt changes
and become stronger to achieve the competitive advantage, thus described it as, ‘a network of
teams within a people-cantered culture that operates in a rapid learning and fast decision cycles
that are enabled by technology and a common purpose that co-creates value for all
stakeholders’. They said these elements were common and present in all agile organizations,

immaterial of its size and/or industries.

Rigby, Sutherland and Takeuchi (2017) said organizations that embrace agile would be able to
accelerate profitable growth, create new generation of skilled leaders, form creative and
adaptive teams to solve complex problems. These organizations would also be able to benefit
by becoming lean and focus on reducing lead time and process work load. Therefore,
organizational agility can be summed up as being focused, fast and flexible in facing the

challenges in the disruptive world.

Being focused means to be clear and to pay attention to details so that the desired outcomes
can be achieved through relevant actions. Thus, applying ‘focus’ as part of agility and
understanding the value propositions of business would enable organizations to be successful
in the highly competitive and volatile environment (Horney and O’Shea, 2015; Aghina, 2015;
Bennett and Lemoine, 2014; Cottmeyer, 2020). A study conducted by the American
Management Association in 2007 proven that a high correlation exists between financially
successful organizations with organizations that had high clarity of its mission and message.
Hence, the essential conditions for organizations to achieve success in a competitive
environment would be to remain focused on the critical priorities of the business and ensure

that the organizational resources are aligned to match the priorities identified.
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Horney and O’Shea (2015) also said focus relates to the setting of strategic objectives as well
as the organizational values. To achieve the organization’s vision, clarity on the key operating
principles would be essential because it provides guidance on relevant the management actions
to be taken. If there are any uncertainties on the critical priorities or values, speed and
commitment towards achieving the goals can get disrupted. However, if it is certain that
favourable results can be derived from the priorities then it is important that leaders are clear
on what to do and how to do things in relation to organizational values and operating
principles. Therefore, organizations that are focused would always seek clarity on the vision,
values, operating principles, strategic capabilities and priorities as these contributes towards
achieving the organization's vision (Horney and O’Shea (2015); Aghina (2015) and Smet
(2015), Bazigos et al. (2015), Bennett and Lemoine (2014), and Cottmeyer (2020).

The second criteria of agility refer to speed, that is to act fast with actions as customers
continuously expect and demand for products/services that adds value and create convenience
for them. As technological trends, innovation and customer needs emerges, speed is needed at
every step in the business process and decision-making (Zitkiene and Deksnys, 2018). Leaders
who are fast in adapting and adjusting themselves as compared to their competitors would be
in a better position to compete and succeed. Therefore, it is important that leaders understand
their industry and the players well so that quick actions can be taken to sustain their position in
the industry (Horney and O’Shea, 2015; Smet, 2015; Bennett and Lemoine, 2014; Brosseau et
al., 2019).

The third and final criteria of agility refers to flexibility. With the high rate of technological
and social changes taking place in the world, it is apparent that individuals and organizations
should be flexible to adapt to changes otherwise they can become disoriented, stressful or
disconnected (Horney and O’Shea, 2015; Smet, 2015; Bennett and Lemoine, 2014; Zitkiene
and Deksnys, 2018; Brosseau et al., 2019). Thus, leaders who anticipate and respond fast to
changes would be able to inculcate flexibility in their organization system, which would enable
them to survive the turbulence and grow (Larman, 2002; Hunt, 2006; Aghina and Smet, 2015).
Therefore, to smoothen the journey in the business world, it is important that organizations
become more responsive in a better and faster way, and adopt new tools and techniques so that

higher values can be created to lengthen its existence in the business environment (Bennett
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and Lemoine, 2014; Horney and O’Shea; Zaucha, 2019; Bazigos et al., 2015; Aghina and
Smet, 2015; Rigby, Sutherland and Takeuchi, 2017).

In summary, agility can be successful only if the organization includes it into the core of the
organization's strategy as it enables the leader and teams to have the right mind-set in their
business approaches (Brosseau et al., 2019). Having the right mind-set would help enhance
the organization’s capabilities to sense and respond faster to the changing customer needs,
competitor's capabilities; and be flexible throughout the organization to meet other
stakeholder’s requirements (Bennett and Lemoine, 2014; Aghina and Smet, 2015; Bazigos et
al., 2019; Zaucha, 2019; Brosseau et al., 2019; Horney and O’Shea (2015). However, Singh et
al., (2013) said there is no guarantee that agility can lead to improved firm performance
because only fast changing environment can have positive impact on the financial or strategic
performance, thus, agility would not be worthwhile for slow paced environment. As such, the
characteristic of the business environment plays an important role in assuring success on the

agile operating model.

Similarly, Brosseau et al., (2019) said agility may result positively only if there is a right mind-
set among people in the organization. He said leaders and teams who have strong mind-set and
clear aspiration would be able to generate better results from agility through culture and
change. However, Aghina et al., (2020) in their latest research have affirmed that agility does
pay no matter which industry the organization operates, hence, labelled agility as an ‘impact
engine’. The research on the 22 organizations across six sectors revealed 4 main outcomes as
aresult of agile transformation, that is, improved customer satisfaction, employee engagement,
operational performance and above all improved financial performance, which is closely

related to the objective of this study.
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2.4 THE AGILE FRAMEWORK

Forces of change come in many different forms and directions, and to survive the turbulence,
organizations are required to respond better and faster. This requires certain level of capabilities
present in the organization to recognize change and respond in an efficient manner (Bennett
and Lemoine, 2014; Aghina and Smet, 2015; Horney and O’Shea (2015); Zitkiene and
Deksnys, 2018; Bazigos et al., 2019; Zaucha, 2019; Brosseau et al., 2019). In 2003, Horney
and O’Shea created the Agile Model for future leaders to use it as a developmental roadmap.
The model highlights the capabilities that are required of leaders so that they can embrace

agility and prepare their organizations for success. Refer to Figure 2.1.

r
PROCESS

Y
TECHNOLOGY ’

¢
BeERare rume™®

Figure 2. 1: The Agile Model
Source: Adopted from Focused, Fast and Flexible — Creating Agility Advantage in VUCA
World, Horney and O’Shea, 2015, pg. 20.

Horney and O’Shea (2015) said the organizational agility is driven by five critical abilities:
Anticipating change, Generating confidence, Initiating action, Liberating thinking and
Evaluating results (AGILE) that should be applied in three core areas of business, which is
people, process and technology, so that outstanding performance can be achieved. Similarly,
Aghina and Smet (2015) identified people, process and structure as the critical domains to
develop flexibility so that change can be done easily to match the environmental demands.

They also said true agility can be found in a stable frame of speed, flexibility and dynamism
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combined. On the other hand, Shriar (2015) identified people and company culture as the best
domains to develop ability and flexibility to stay ahead of competition because he said agility
is more about the mind-set of people rather than methodology. He said work can be done fast
and employees would become more engaged in a culture that has strong communication,

constant learning, empowerment and above all where failure is accepted as part of learning.

Similarly, Zitkiene and Deksnys (2018) identified market, competition, customer preferences,
technology and social factors as agile drive factors. Organizations that recognize this and
responds fast to changes in these areas would be able to remain competitive and certain set of
capabilities in the enablers would be required in order to act up efficiently. Zitkiene and
Deksnys (2018) identified structure and organization, processes, technology, human resources
and network as the enablers that are levers that can be used to implement agile practices.
Enablers and capabilities are dependable of one another, hence, capabilities would help identify
the abilities the organizations have, and identify weak and less agile areas so that it can be

transformed.

According to Zitkiene and Deksnys (2018), organizations that are efficient and has agile
business processes, flexible organization structure, open to changing workforce, agile network
and partners and easily adapts to technology, would be every ready to take advantage of the
emerging global opportunities. On the other hand, Harraf et al., (2015) developed ten pillars of
agility, that is, culture of innovation, empowerment, ambiguity, vision, change management,
communication, market analysis and response, structural fluidity and learning organization, as
the framework to transform into an agile organization that would be responsive to the VUCA

world.

However, a survey conducted in Europe indicated leadership as a crucial dimension that affects
organizational agility positively (Allied Consultants Europe, 2010). According to Joiner and
Josephs (2007), the only person who can create and lead agile organizations would be an agile
leader. This is because they said, ‘leadership agility is directly related to organizational agility’
thus agile leaders have the ability to take wise and effective actions in a complex and rapidly
changing conditions. Therefore, agile leaders influence organizations by laying the
groundwork and transform the organization including themselves in order to match the level
of change to compete in the VUCA environment (Bennett and Lemoine, 2014; Aghina et al.,

2018; Smet, 2015; Horney and O’Shea (2015); Zitkiene and Deksnys, 2018; Bazigos et al.,
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2019; Zaucha, 2019; Brosseau et al., 2019; Harraf et al., 2015; Moreno, 2017; Skousen, 2020;
Cottmeyer, 2020).

Joiner and Josephs (2007) identified 5 levels of leadership agility: Expert, Achiever, Catalyst,
Co-creator and Synergist, which corresponds with adult ego development. From this, the
researchers discovered 4 leadership agility competencies, that is, context-setting agility,
stakeholder agility, creative agility and self-leadership agility with 8 underlying capacities each
that would evolve as leaders move from one agility level to another. Joiner and Josephs (2007)
further explained that each level highlights the leader’s ability to respond to change and
complexity, and they also said that leaders would move from one level to another only when
they are faced with a crisis to handle. Therefore, to increase the level of leadership agility,
leaders should be involved in developmental activities and learn as part of reflective learning,
which would be the best way to learn new leadership agility competencies. On the other hand,
Horney and O’Shea (2015) developed the Agile Model that outlined the 15 leadership agility
that are required of the new generation leaders to lead in the VUCA environment. Refer to

Table 2.1.
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Agility Consulting Agile Development Schematic
Starts with the Goal of Creating Dynamic Capability to Become Agile

Focused

Table 2.1: The AGILE Model with Definitions

Anticipate
Change

Leadership Agility
Profile
VISIONING

Definitions

Engineers vision into action; creates clear
mental picture of what could be, fuelled by the
conviction that it should be.

SENSING

Recognizes relatedness of and the patterns
underlying information in various forms and
sources. Draws inferences or conclusions
about the meaning of diverse information for
the issue at hand.

MONITORING

Identifies, collects, organizes, and documents
data and information in ways that make the
information most useful for subsequent
assessment, analysis and investigation.

Generate
Confidence

CONNECTING

Influences others within the organization to
be excited, enthused, and committed to
furthering the organization’s objectives.

ALIGNING

Adapts approach, goals and methods to
achieve successful solutions and results in
dynamic situations.

ENGAGING

Builds heightened emotional connection to
the organization by influencing stakeholders
to exert greater discretionary effort to the
success of the organization.

Fast

Initiate
Action

BIAS FOR ACTION

Exhibits initiative, energy and foresight in
evaluating and responding to challenge
situations, problems and opportunities.

DECISION MAKING

Commits to a timely course of action which
considers alternatives, risks and consequences
in light of organizational goals, values,
resources and constraints.

COLLABORATION

Moves quickly to find common ground for
solutions among diverse interests; involves
people inside and outside the organization.

Flexible

Liberate
Thinking

BIAS FOR
INNOVATION

Generates fresh, original and unconventional
perspectives and original approaches. Re-
examines established ways of doing things.

CUSTOMER FOCUS

Develop situations in a manner that
demonstrates an understanding of the
customers’ business needs and desire for
timely, cost-effective and value-added
services.

IDEA DIVERSITY

Seeks a variety of perspectives in an open-
minded manner from traditional and non-
traditional sources; seeks alternative, new or
non-traditional approaches.

Evaluate
Results

CREATE
EXPECTATIONS

Focuses on outcomes; applies quality
principles, practices and tools to provide
products and services valued by the customer.

REAL-TIME
FEEDBACK

Identifies what needs to be done and
proactively takes appropriate action.

FACT-BASED
MEASUREMENT

Uses data and information in a clear, rational
and thorough process to assess and
understand issues, evaluate options, form
accurate conclusions, and make decisions.

Source: Adapted from Agility Consulting & Training, LLC, August, 2011.
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The model demonstrates ‘what’ kind of abilities would be required of a leader to manage
change and ‘where’ flexibility should be adopted when leading in the volatile environment.
Leaders may possibly use the model to develop their confidence and commitment for the
purpose and increase capabilities as they move forward in different directions through fresh

and innovative thoughts.

As this study is aimed to explore the influence of agile leadership style on organizational
performance, discussion on agile leadership and leadership agility in reference to Joiner and
Josephs, and Horney and O’Shea would be discussed in the subsequent paragraphs to

understand the concepts and its application for the purpose of this study.

2.5 LEADERSHIP

Northouse (2013) defined leadership as, “...a process whereby an individual influences a group
of'individuals to achieve a common goal.” He made reference to process, influence, groups and
common goals as the key component to define leadership. He further explained ‘process’ as
the interaction between the leader and the followers, which is a two-way communication that
can be affected by the events either in a positive or a negative manner and referred ‘influence’
to the leader’s capability to affect the followers who are in a ‘group’ working together to

accomplish a common goal.

Similarly, Yukl (2006) referred to the same key components and defined leadership as 'the
process of influencing others to understand and agree about what needs to be done and how to
do it, and the process of facilitating individual and collective efforts to accomplish shared
objectives' whilst Mitonga and Coetzee (2012) expressed leadership as, ‘the pattern associated
with managerial behaviour that is designed to integrate the organizational or personal interest
and effects for achieving particular objectives’. Therefore, leadership describes the

involvement of both the leader and followers, and their work to achieve the shared objectives.

Establishing the shared objectives can be challenging but it is worth the time and effort of the
leader and followers to have mutual understanding so that they can work together to
accomplish the shared goals. Scholars of leadership have continuously carried out studies to

explore how leaders lead and what kind of leadership was needed for organizations to excel
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and improve their performance. Mitonga & Coetzee (2012) explained leadership style as a
combination of characteristics, traits and behaviour that is used to interact with employees
whilst Harris (2007) said it describes the relationship between the leader and follower to work

together to achieve a common goal.

2.5.1 Agile Leadership

Even after decades of research, the topic of leadership has been highly sought-after by people
in the business world as they seek answers to questions like: ‘what kind of leaders are needed
to lead organizations effectively and efficiently today? What kind of qualities, attributes or
characteristics are essential in the new generation of leadership?’ and so forth. The increasingly
complex world continues to pose more complex challenges to the survival of many
organizations and to navigate the chaotic situation, a new calibre of leaders who embrace agility
is required to lead effectively to achieve success (Joiner and Josephs, 2007; Bennett and
Lemoine, 2014; Aghina et al., 2018; Smet, 2015; Horney and O’Shea (2015); Livorsi, 2016;
Zitkiene and Deksnys, 2018; Bazigos et al., 2019; Zaucha, 2019; Brosseau et al., 2019; Harraf
et al., 2015; Moreno, 2017; Skousen, 2020; Cottmeyer, 2020)

Agile leaders gained popularity because they demonstrated the abilities to think fast, focused
and flexible in considering situations from different perspectives before deciding on their
actions. These leaders focus on the people of the organization by being empathetic, caring,
passionate, and motivate them so that the people get inspired to take more responsibilities to
reach higher level. They constantly seek feedback from all members and never ignore
suggestions that are provided because they respect every member in their team. Agile leaders
provide a secured work environment and constantly communicate relevant and sufficient
information to all team members. They develop teams and provide them with the authority and
freedom to work confidently without being dependent on their leaders (Gardner et al., 2009;
Joiner, 2009; Islam, 2007; Parker et al., 2015; Rigby et al., 2016; Mulder, 2018). This practice
could at times result in mistakes or failures but according to Livorsi (2016), Rigby et al., (2016)
and Mulder, (2018), agile leaders create a stable environment that allows experimentation, risks
and failures without repercussion, thus, eliminating fear and encouraging team members to

explore and learn from failures. Agile leaders also ensure sufficient training is provided to all
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team members on the areas of expertise so that they are able to act independently and fast in

producing quality products (Livorsi ,2016; Rigby et al., 2016; Mulder, 2018).

On the other hand, Islam (2007) explained the key terms of agile as being iterative and
incremental, evolving requirements, evolving solutions and self-organizing teams. He said
agile leaders are able to respond to change fast with high quality solutions because the entire
project is planned by including the team members and customers. They instantly map changes
according to the customer’s requirement and work with the customers throughout the project
life-cycle, which is totally a different approach adopted in the conventional leadership style
where formal process of planning and documentations are emphasized. Therefore, agile leaders
are very confident, leads team with fewer burdens, less paperwork and are in power to make
change without fear of retribution (Islam, 2007). Conversely, the Agile Business Consortium

(2017) described agile leaders as one who adapts and improves over time.

In addition to this, Shriar (2015), Livorsi (2016) and Brosseau et al. (2019) referred agile
leaders as having a mind-set that aids growth and adopt key business strategies for success.
Agile leaders can be differentiated with others as leaders who are able and willing to adapt to
change; remain resilient in times of change and uncertainty; and appreciate learning from both
good and bad experiences. These leaders are fast in responding to change and seize
opportunities that are available in the environment. They inspire others to spot and seize
opportunities, and drive people to be nimble. Hence, they create cultures that accepts and adapts
change in response to the environment with speed and flexibility (Joiner and Josephs, 2007;
Bennett and Lemoine, 2014; Aghina et al., 2018; Smet, 2015; Horney and O’Shea (2015);
Livorsi, 2016; Zitkiene and Deksnys, 2018; Bazigos et al., 2019; Zaucha, 2019; Brosseau et
al., 2019; Harraf et al., 2015; Moreno, 2017; Skousen, 2020; Cottmeyer, 2020).

In the current environment, Agile leaders are favoured because besides being able to predict
and plan, they are also able to sense-and-respond in designing environments that generate
results. They have the ability to catalyse the organization’s sense-and-respond capabilities to
overcome organizational barriers (Joiner, 2019; Hamman and Spayd, 2015). As such,
leadership style has become the key factor for organizations to pay attention because it is able
create a huge impact on the overall performance of the organization in its way of leading.
However, Fiedler (1996) argued that the major determinant of success or failure of a group,

organization or a country highly depends on the effectiveness of the leader and the
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effectiveness of a leader would depend on the leader’s ability and ways to cope with the
increasing turbulence in the external environment (Darcy and Kleiner, 1991; Hennessey, 1998).
Hence, it requires leaders to be well-trained and experienced to lead organizations in the VUCA

environment.

In summary, the speed of change in market conditions and the need for flexibility in
organizations favours agile leadership approach because of its concepts of guiding vision,
teamwork, collaboration, and being current with trend and changes (Kouzes and Posner, 2017);
simple rules, open information, light/minimum control (Sergiovanni, 1991); and agile vigilance

(George, 2004; Avolio and Gardner, 2005).

2.5.2 Leadership Agility Described

In order to overcome the challenges in the business environment today, Agile leaders are in
great demand because they are required to transform and lead agile organizations successfully.
In order to achieve this, leadership cultures that models and support agility for the entire
organization is needed. Joiner, (2009) explained leadership agility as the leader’s ability to lead
effectively, and to have capabilities to consider different views when making decisions.
According Joiner (2009), highly agile leaders adopt four types of agility to conclude initiatives
effectively, that is, context-setting agility; stakeholder agility; creative agility; and self-

leadership agility.

The context setting agility demonstrates the leader’s abilities required to scan the business
environment, anticipate change, decide initiatives, outline its scope and determine desired
results to be achieved. Similarly, Bennett and Lemoine, (2014) and Zaucha (2019) described
this as the ability to analyze the entire situation as well as of individual parts to obtain the “big
picture”. Leaders are required to carefully diagnose the information and not get lost in the mass
of details. They should understand the situation for what it is and be flexible in the way they
think to make decisions. On the other hand, stakeholder agility describes leader’s ability to
identify key stakeholders of the initiatives, understand their views and priorities, and determine
where alignment that is required. Likewise, Zaucha (2019) described this as the ability of

cohesiveness that enables the leader to know one’s self-worth and self-efficacy which would
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provide the ability to collaborate with others and lead with a unity of thoughts, speech and

action.

Meanwhile, creative agility demonstrates the leader’s ability to transform difficult issues to
desired outcome by considering creative solutions whilst self-leadership agility emphasizes the
leader’s ability to think of their own development and look at possible ways to increase their
self-awareness and align behavior with values and aspirations. Joiner (2009) said that highly
agile leaders have the ability to learn and they are able to develop capabilities because of their
mental and emotional capacities. He further added that leaders who embrace agility would
master competencies at one level and move up to the next level of agility to develop new
capabilities while skills and capacities that were learnt from the previous levels would be
retained. Hence, for leaders to move to the next agility level, they must be involved in
developmental activities so that they can learn easily through reflective learning (Joiner and
Josephs, 2017). In support of this, Zaucha (2019) said when leaders continue to learn and grow,
they would become aware of their own potentials, and this becomes the source of motivation

for themselves as well as others whom they lead.

Joiner (2009) identified five levels of leadership agility: expert leadership level, achiever
leadership level, catalyst leadership level, co-creator leadership level and synergist leadership
level. The expert leadership agility is at the tactical level that is problem-solving oriented and
under a stable environment whereas the achiever leadership is at the strategic level and it is
outcome-oriented under a moderately complex environment between significant change and
stability stages. The next is the catalyst leadership where innovative, inspiring vision and
people with the right expertise are put together to transform the leader’s vision into reality
whilst the co-creator level is aimed toward shared purpose and collaboration. Lastly, the
synergist leadership level is holistic where every stakeholder’s benefit is considered and at the

same time personal transformation is also considered.

Similar descriptions on leadership agility can be also be found in Horney and O’Shea’s Agile
Model. Refer to Figure 2.2. There are five critical drivers of agility that is linked with the
leadership agility to highlight the leader’s ability that is required under each process. The first
agility driver is to anticipate change in the internal and external environment, and this is done
through visioning, sensing and monitoring. According to Horney and O’Shea (2015), vision

describes the leader’s aspiration for the organization and visioning refers to the process of
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crystallization and communication of the leader’s imagination to the stakeholders. Hence,
leaders are required to have the ability to obtain the basic view of the environment, understand
the change forces and determine factors that would influence the leader’s vision. This requires
the leader to have an effective sensing system that can help to receive early alerts on the
external disruptions and opportunities against the internal capabilities. Sensing would allow
leaders to scan for relatedness and patterns in various forms and sources so that conclusions on
the meaning of information of issues can be obtained. Therefore, sensing creates the learning
agility for better and timely decisions to be taken by leaders. This process ends with the
monitoring function where the leader’s capabilities are required identify change in trend and
patterns through the leading performance indicators. Knowing the trend and identifying change
at early stage would enable leaders to take prompt actions. However, Sull (2009) said making
predictions too far ahead can be too risky as inappropriate decisions could result in disastrous
outcomes, as such leaders should make predictions within a reasonable timeframe to achieve
better outcomes. Similarly, the processes and capabilities of leaders described by Horney and
O’Shea were supported by Aghina et al., (2018), in their discussions for identifying trademarks
of agile organizations. The processes were linked under organizational-agility practices, which
included shared purpose and vision, sensing and seizing opportunities, flexible resource

allocation and actionable strategic guidance.

The next agile driver is the ability to generate confidence among people within and outside the
organization. This describes the leader’s ability to understand stakeholder’s capacities and
creating satisfaction for all stakeholders of the organization that can be achieved through an
effective process of connecting, aligning and engaging with stakeholders (Horney and O’Shea,
2015). Connecting refers to the leader’s influence on stakeholders to create excitement,
inspiration and commitment to achieve the organizational goals and objectives. Leaders do this
by aligning the organization’s goals and objectives with the stakeholders, make it relevant to
them, and engage through emotions such as giving appreciation to the team members and
acknowledging their valuable contributions for the team’s success. Therefore, agile leaders
must have the ability to develop relationships with all stakeholders so that they are able to
create a highly-engaged organization (Horney and O’Shea, 2015). Similarly, Aghina et al.,
(2018) emphasized on developing a network of empowered teams by understanding human

networks, design and build teams, collaborate across them, nurture and sustain them.
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According to Horney and O’Shea (2015) leaders find it difficult to plan and execute strategies
nowadays because of the speed of change and uncertainties. Aghina et al., (2018) and Horney
and O’Shea (2015) agreed that technological advancements have caused massive disruptions
and have made leaders to move away from strong hierarchical, highly controlled decision-
making and management processes because quick actions are required. In order to overcome
this, leaders are expected to be proactive and develop a shared mindset with a sense of urgency
so that employees are able to take fast actions therefore an effective process such as bias for
action, widespread decision-making capabilities and skills for active collaboration would be
required of the leaders (Horney & O’Shea, 2015; Aghina et al., 2018). According to Horney
and O’Shea (2015), true bias for action can only be achieved if the leader is able to provide
clarity on the organization’s goals and objectives which would enable leaders to make timely
decisions upon considering multiple alternatives, risks and consequences in relation to the

organizational goals, values, resources and limitations.

Further, Horney and O’Shea (2015) said, ‘the speed of action is often limited by the speed of
decision-making’ and leaders face great challenges on this because of the slow decision-
making process. Thus to overcome this, leaders must be able to set proper conditions on
decision-making rights in the organization at each level and commit to develop employee skills
and confidence so that they can be made accountable and responsive to come up with reliable
solutions. This was also supported by Aghina et al., (2018) where leaders were required to
emphasize on continuous learning so that rapid decisions can be taken. In addition to this,
Horney and O’Shea (2015) said leaders allow collaboration with others, within and outside,
the organization and find common ground for solutions so that everyone’s interest is considered

when decisions are taken.

On the other hand, innovations have also impacted business through change in customer taste
and preference for products that are of value for money. This requires leaders to have the ability
to be bias for innovation and be focused on customer’s needs and desires so that suitable
solutions are developed on a timely manner. According to Horney and O’Shea (2015), leaders
must be able to re-examine the existing method of doing things and generate new ideas to do
things the new way in order to be cost-effective and to add value to the final products/services,
therefore, it requires leaders to have an open mind to look for ideas from variety of perspective.
In view of this, to liberate thinking leaders should develop a culture for creativity so that

employees can be encouraged to share their ideas to improvise or invent new products/services,
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which can result in positive outcomes. Leaders must include this in the strategic process so that

everyone in the organization is able to re-align and connect to make better products/services.

Similarly, Aghina et al., (2018) said leaders play an important role in integrating customer
preference, the business environment and organization, thus, leaders must take a cohesive
approach and provide clear, actionable, strategic guidance on priorities and expected outcomes
at team levels and the organization as a whole. They must be able to ensure that everyone stays
focused in delivering tangible value to all stakeholders, receive feedback and coach people so

that work can be done autonomously toward achieving team outcomes.

The final driver of the Agile Model is focused on evaluating results where the outcomes are
evaluated against the desired results. According to Horney and O’Shea (2015), leaders should
have the ability to create expectations and this should focus is on customer satisfaction.
Satisfaction here refers to the difference between what was expected against what has
happened. Leaders must be able to use real-time feedback to track changes efficiently and use
fact-based measurements to assess issues, evaluate options available, arrive at conclusions and

make relevant decisions to resolve the issues (Horney and O’Shea, 2015).

In summary, all the 15 abilities under the 5 agile drivers described in the Agile Model is critical
and should be equally applied throughout the organization to achieve true organizational
agility. Horney and O’Shea (2015) said leaders who are keen in building agile organizations
must commit to the fundamental principles of the agile core belief system as each element is

critical for the organization’s long-term success. Refer to Figure 2.3.
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AGILITY CORE BELIEF SYSTEM

e  The world will continue to move faster and get more volatile, uncertain, complex and
ambiguous (VUCA) in the future - a lot more.

e  Agility is not just nice to do. It is imperative for survival and a competitive advantage
opportunity in a VUCA world

e  Your people are the highest priority. They are the basis of your adaptability and the
key to customer satisfaction. Providing them the opportunity to grow and develop is
paramount.

e The members of your organization must all share a mind-set of commitment to being
focused, fast and flexible, fuelled by achieving excellence in the five drivers of The
Agile Model.

e The agile culture elements are vital to success: caring, connecting, committed,
challenging, curious and creating.

e The operating principles that help share organizational agility include simplicity,

speed, synchronicity, fluidity, modularity and scalability.

Figure 2. 2: The Agility Core Belief System
(Adopted from Horney and O'Shea (2015) Focused, Fast and Flexible: Creating Agility
Advantage in a VUCA world, pp.22)

As agility gets built into the organization, stronger culture can be cultivated to prepare the
organization to face the VUCA challenges. Horney and O’Shea (2015) explained that the
agility core belief system represents an intellectual model for leaders to follow. Leaders who
truly belief in the agility belief system would be able to create and sustain agility in the
organization, however, variation from the model can influence the change pattern and the

development of adaptive capabilities.

On the other hand, leadership agility is regarded to be critical because it helps leaders
understand the kind of abilities that are required to lead organizations in a turbulent
environment. Horney and O’Shea (2015), Zaucha (2019), Aghina et al., (2018) and Bennett
and Lemoine (2014) said forces of change could come in many forms and from different
directions, such as, competitive change, labour market change and organizational change.
Therefore, leaders with broader experience, global presence, relevant skills and attributes that

facilitates agility would be essential to unlock improvements on the organizational performance
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(Aghina et al., 2020; Horney and O’Shea, 2015, Bazigos, Smet and Gagnon, 2015; Bennett and
Lemoine, 2014; Joiner and Josephs, 2007). According to Bazigos, Smet and Gagnon, (2015)
and Aghina et al., (2020), research has constantly proven agility to be powerful in creating an

impact on both financial and non-financial performances.

2.5.3 Challenges of Agile Leadership

Leading with agility has two key benefits. It gives the employees the empowerment that they
want, and enables leaders to focus wholly on refining strategies and developing new business
models (MacIntyre, 2017). On the other hand, Korn Ferry, a management consultancy firm in
the United States too agreed that agile organizations are able to move quickly by making fast
decisions and executing them, which also enables the organization to adapt to the rapid market
and environmental changes. However, research conducted by Korn Ferry experts have revealed
that the level of agility would not necessarily assure long term success unless organizational
capabilities that is necessary to achieve sustainable success in the digital age were identified
such as empowerment and Alignment, Connectivity, Openness and Transparency, Discipline
and Focus and Agility. Both Korn Ferry and McKinsey & Company consultancy firms agreed
that although these dimensions may help in achieving success, it is still important that the
leaders operationalise them by changing the organizational culture, and this can be challenging
as it involves changing people’s behaviour and feelings. Similarly, Mark Barber, a business
agility specialist from Adaptovate further agreed that changing behaviours in teams can be
challenge but it can be overcome by having constant communication so that the teams

understand the new methods and it sinks into them as the practice over a period of time.

In addition to this, Mark Barber said to adopt agility in the business approach can be very
challenging because agile requires empowered decision makers at the team level. Agile leaders
must be prepared to give up their traditional control otherwise it could slow down the team,
hence, these leaders must learn to trust their teams by focusing on the alignment and
transparency between leadership and teams. On the other hand, leaders out of their normal
practice may focus on traditional success metrics that are based on internal factors but has to
be changed. They should start focusing externally on driving valuable customer outcomes
rather than concentrating on the internal factors. The team should be coached to shift their focus

towards customer value by constantly interacting and helping them to learn on removing the
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organizational obstacles. In doing this, agile leaders will be able to see improvements in the
internal metrics as they eliminate wasteful processes. Barber also said organizational silos in
the organizational structure can cause great obstacles as it makes it difficult for collaborations
and delays in marketing the product(s) or service(s). Hence, agile leaders find it challenging to
build cross-functional teams as it takes time to break the organizational silos. Lastly, Mark
Barber said, “Agile ways of working require people to learn new skills, from looking at how
we break down our work differently to visual work management and new ways of tracking
progress to goals. By not investing in learning these new skills we add unnecessary stress and
put solid change management practices at risk”. Therefore, agile transformation requires
investment on training for employees to learn new skills that are needed for agile ways of
working and this can be challenging because it may increase the organization’s cost of

development.

Basically for agile leadership to succeed, McKinsey Consulting in its report published in 2018
on Leading agile transformation has stressed that the leaders themselves should first change
the way they think and speak, constantly help teams to work in new ways, and be able to embed
new agile ideas into the organization for the long term. This is because the mind-set of leaders
can create high impact on the company’s efforts on the hallmarks of agility, such as, customer
centricity, speed, growth, efficiency and many more. Therefore, leaders who intend to lead
agile transformation must go beyond their comfort zone to develop skills and abilities that has

made them successful in the past and develop more on what they have (Rigby et al., 2020).

2.6 ORGANIZATIONAL PERFORMANCE

Organizational Performance is a subjective perception of reality as there are various critical
concepts and measuring instruments that can create the confusion. The term performance was
originally interpreted in relation to mechanics and sports field and subsequently characterized
as good results in other fields therefore it reflects the best outcome achieved that is ‘special’.
Special here means that it has been better than the past results, it is superior compared to others

and has exceed the objectives that were set favorably.

In 1988, Brumbach defined organizational performance by relating it to behaviour and results,

where behaviour emanating from the performer turns the concept of the performance into
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concrete actions. This is typically applied in defining and assessing performance of teams and
individuals. However, measuring behaviour of the performer is ambiguous unless it is clearly
explained and expectation of results are clearly identified. Lebas (1995) said organizational
performance was dependent between capability and future thus according to him performance
can be viewed as the higher result of the present compared to the past, which connotes
something positive or negative when compared with past results. As opposed to this, Wholey
(1996) said organizational performance is not something in reality that is to be measured and

assessed but it can be a socially constructed reality that is in people’s minds.

Lebas (1995) and Wholey (1996) jointly agreed that to consider performance can be subjective
and interpretative, thus, it can be ambiguous. Rolstadas (1998) said organizational performance
is complex and it relates to seven dependent criteria such as effectiveness, efficiency that is
supported by Neely (2002), quality, productivity, quality of work, innovation and profitability,
thus, there were no clear definitions to it. On the other hand, Folan (2007) stressed that
organizational performance is influenced by the environment, the objectives to be achieved,
and the relevant and recognizable features. However, Luliana and Maria (2016) said no
performance can be independent of the targeted objectives as achieving the objectives would
translate the achieved performance. The authors also said that organizational performance
should take into account all the activities that takes place in a different entity and the different
interests of those involved. As an entity’s objectives are volatile, controversial and

contradictory, performance can be a subjective phenomenon.

Conversely, organizational performance is referred to the results or final output of an
organization that is ultimately contributed by marketing, operations, human resources and
strategy, which can be combined together and measured against the desired outcomes (Tomal
and Jones, 2015; Richard et al., 2009, Venkatraman & Ramanujam, 1986). Therefore, it
includes three areas of an organization's outcomes: financial performance, product market
performance and shareholder returns (Richard et al., 2009; Gavrea et al., 2011). Financial
performance refers to the organization's profits, return of assets, return on investment and
others, whilst product market performance refers to sales, market share and other
product/service related outcomes, and shareholder returns covers the total shareholder return,

economic, value added and others (Richard et al., 2009; Venkatraman & Ramanujam, 1986).
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Similarly, Lorino’s work in 1995 that linked organizational performance and value creation
was supported by Carton in 2004. Lorino (1995) explained how strategies planned would
translate the cost-value couple into strategic objectives whilst Carton (2004) described the
relationship and contributions that are derived from all factors of production: assets, human,
capital and so forth, when put to work together would help the organization accomplish a
common goal. According to Carton (2004) successful organizational performance is associated
with the successful value creation for stockholders because it provides a unique and key
information on shareholders returns, identifies high and low performing organizations in
relation to shareholder returns by scrutinizing and measuring the financial performance of

organizations.

2.6.1 Measurements of organizational performance

Carton (2004) stressed that the critical point on the concept of performance is the measurement
of the effects, which refers to the organization's actions that are required to be taken thereafter.
Bates and Holton (1995) expressed the concept of performance as a multidimensional concept
and said that the measurement of performance would depend on a variety of factors, hence, it
is necessary that the measurement objectives are determined clearly, which can be to measure
the effects of performance or the performing behaviour. However, this concept was not well

accepted as there were no proper ratings defined and it is influenced by variety of factors.

However, Carton (2004) too agreed with Bates and Holton to say that organizational
performance has multiple dimensions of assessments and it is situational that emphasized on
the stakeholder's perspectives. He referred situational assessment to both financial or non-
financial returns and the key area of focus was on the type of business: public or private
organizations whilst multiple dimensions was referred to the differing dimensions of
performance that can be evaluated such as building market share for a new venture or stable
resources and market share via increased productivity and profitability for a mature
organization. Nevertheless, different stakeholders have different perspectives of performance
according to their interest or benefit and to evaluate the overall performance of the organization
it is only appropriate that the right model of organizational performance that matches the

existing circumstances was considered (Carton, 2004).
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Venkatraman and Ramanujam (1986) narrowed down ten different types of performance
measurements into two core dimensions to measure organizational performance: financial
versus operational indicators which include business performance and organizational
effectiveness and classified two different sources to measure the results: primary data sources
versus secondary data sources. The financial performance indicators aim to enhance the
economic value of the firm whilst operational performance indicators are used to measure
operational efficiency. In order to measure this, data must be collected via primary or secondary
sources. Similarly, Richard et al., (2009) described organizational performance into three
distinctive areas of outcomes: financial performance, product market performance and
shareholder return. Conversely, Kaplan and Norton (1996) developed the Balanced Scorecard
for the purpose of the internal management and control of performance by including explicitly
financial performance, customer outcomes, innovation and internal processes. However, the
Balance Scorecard does have its limitations as it does not allow comparisons among firms
possible merely because it is often tailored made to match individual firm’s requirement thus

makes comparison impossible (Adams and Neely, 2000; Schneiderman, 1999).

Carton (2004) stressed that the set of indicators that are used in the past must be incorporated
with the risk assessment to the present value of opportunities so that fair evaluation and results
can be obtained. However, Carton and Richard’s views on stakeholder’s expectations on
organizational performance is now challenged because there is continuous flow of disruptions
in the modern business world, which has brought about change to the attitude and expectations
of stakeholders. According to Finzi (2018), investors used to focus on increasing profits via
improved efficiency, but financial markets and the board of directors now expect organizations
to optimize the current business model and expect them to continue looking for newer ones to

match the current business conditions.

According to Velimirovic et al., (2011) modern organizations use the key performance
indicators (KPI) concept to evaluate their business performances. He said both financial and
non-financial indicators are used to testify the performance and the achievement of the
organizational goals and objectives. In support of Smith’s (2001) views, Velimirovic (2011)
said since KPIs are stable indicators, organizations are able to rate their performance from the
past, with the present and plan for the future. As Professor Sir Andrew Likierman of London
Business School said, “As someone working on ways to improve organizational performance

measures, I know how important it is to look for guidance and the best of what others have
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done. Those looking to improve their choice and use key performance indicators will find
thought provoking ideas and valuable examples of good practice”. Therefore, KPI has been
identified as a quantifiable measurement that enables organizations to measure any area of
performance that are critical to the success of the organization, and which must be aligned to
the organization’s vision and strategy. In addition to this, it is important that leaders

communicate the KPIs clearly to everyone so that desired outcomes can be achieved.

2.6.2 Determinants of Organizational Performance

According to Randeree and Al Youha (2009), Samad (2010), Germano (2010) and Daft (2012),
success and survival of the business depends on the performance of the organization, which is
related to the ability of the organization to effectively implement strategies to achieve the
organizational objectives. There are many variables to organizational performance such as the
external environment and internal environment in which the organization operates (Samad,
2013), however, a large part of it is influenced by the leader’s abilities as they are responsible
in implementing the strategies to achieve the organizational objectives (Yukl, 2008; Boyatzis
& Boyatzis, 2009; Germano (2010); Silva, 2014; Almatrooshi, 2016). Bennett and Lemoine,
(2014) argued that leaders develop the discipline to diagnose the environment as part of the

practice and allocate resources appropriately to enhance the organization’s performance

According Yukl (2008), leaders influence the organization’s performance via their leadership
behaviour and decision-making skills, however, this can be limited by the structure and
programs due to stringent rules and operating procedures. In order overcome this, it is
important that leaders achieve synergy among the performance determinants by constantly
assessing the external situation and make informed decisions on the behaviour, programs,
management systems and structural forms that is relevant and compatible with one another
(Yulk, 2008). Similarly, Silva (2014) suggested that leaders adopt flexibility in their approach

so that they are able to accommodate to change quickly and easily.

According to Germano (2010) and Yukl (2013), leader’s style and behaviour can influence
member’s attitude, motivation and execution of plans, thus, change can impact the cultural
values of the organization that includes member’s behaviour, rewards system and management

programs. Therefore, it is necessary that leaders provide explanation on why change was
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required and highlight the potential benefits so that members can create an impact on the
organizational performance. Further, Ryan (2012) and Silva (2014) said leaders and followers
have a conditional relationship and employees create an impact on the organizational
performance when working in teams (Mukherjee et al., 2012). However, Pech (2003) said
effective leaders are needed for teams to succeed whilst Joiner (2007) and Almatrooshi (2016)
said agility and cognitive competencies of both leader and team members were important to

achieve better organizational performance.

Joiner (2007) identified four leadership agility competencies for leaders to be successful in
leading in the turbulent environment: context-setting agility, stakeholder agility, creative
agility and self-leadership agility. Whilst Almatrooshi (2016) identified cognitive, social and
emotional intelligence as leadership competencies and Boyatzis & Boyatzis (2009) identified
social intelligence competency as it enables leaders to focus on innovation. Boyatizis &
Boyatzis (2009) social intelligence enables leader to motivate employees as they are given the
power to explore new ideas. Yukl (2013) further added that the leaders who support for
company-wide training and encouragement for innovative thinking would also raise the

member’s confidence because idea generation is supported.

On the other hand, Ryan (2012) in support of Boyatzis and Boyatzis, added cognitive and
emotional intelligence competencies to social intelligence and concluded that significant
relationship exists between leadership competencies and organizational performance. Sun and
Hui (2012) further explained the leader’s abilities to resolve problems, taking effective
decisions, communicating effectively and learning from experience as part of cognitive
competencies that would contribute to effective organizational performance. Therefore, to
achieve improved organizational performance, leadership competencies play a role to influence
employee’s performance that will ultimately impact the overall performance of the
organization (Joiner, 2007; Yukl, 2013; Boyatzis & Boyatzis, 2009; Sun and Hui, 2012;
Almatrooshi et al., 2016; Darino et al., 2019).

Agile leaders put people in self-managed, customer focused, multidisciplinary teams to avoid
working in silos. They also have the ability to constantly communicate with the team members
on the greater purpose of the organization to create powerful effect on their behaviours. This
rich interaction enables agile leaders to connect and align individuals with the leader’s

inspiration, thus develops a stronger relationship and respect, which drives them to achieve the

59



common purpose. Therefore, agile leaders are well equipped with all the required competencies
that would enable them not only to accelerate profits and growth but also create a new
generation of highly skilled managers who are able to impact the organizational performance

(Joiner, 2007; Parker et al., 2014; Rigby, et al., 2016).

Kantabutra (2006), Frontiera (2010) and Zehir et al., (2011) said that leaders with the right
leadership style are able to create a direct impact to improve business performance in the long
run, whilst, Wang et al., (2010) and Khan et al., (2012) agreed that different leadership styles
create significant effect on the organizational performance. However, Ogbonna and Harris
(2000) said leadership styles do not have a direct impact on organizational performance but
they have a direct impact in creating an appropriate culture in relation to organizational
performance. He said bureaucratic and community cultures are internally oriented cultures as
opposed to competitive and innovative cultures that is responsive and focuses on the external
forces. Thus there is a strong connection between externally oriented culture and performance,
hence, culture change efforts should be externally focused and create internal steadiness and

consistency.

Likewise, Jaharuddin (2003) also agreed that there was no relationship between leadership style
and performance, but there is some association between culture and performance. Therefore,
to further verify the association of the concepts and the link between leadership style and
organizational performance, the first hypothesis was developed to test the relationship between

leadership style and organizational performance as follows:

HI Agile leadership style has significant effect on organizational performance.
This evaluation would enable the researcher to justify the relationship between the two
constructs and further make recommendations to the Fourth Schedule Companies Act 2016

prescribed professional bodies in Malaysia to adopt the Agile Leadership Style for improved

Organizational Performance.
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2.7  ORGANIZATIONAL CULTURE

Literature has highlighted that leadership and organizational culture are 'two sides of the same
coin’. It explained that there is a strong interaction between leadership and organizational
culture as an immense part of it is developed by leaders, who are also the founders of the
organizations. According to Schein (2017), culture of an organization that is developed over
the years will create an impact on the development of leadership as the business conditions
revolutionizes. There have been many studies conducted in the past to investigate the
relationship between leadership style and organizational culture in relation to organizational
performance. So far most of the findings have indicated that a healthy organizational culture
and a suitable leadership style can enable organizations to achieve lasting business success
(Jaharudin, 2003; Rasid, 2013).

Zehir et al., (2011) emphasized that organizational culture is the key influencing factor between
the two constructs: leadership and organizational performance, hence, it is vital that leaders
focus in developing the organizational culture, if improved business performance is desired.
Likewise, Salleh & Sulaiman (2013), Klien et al., (2013), Zuhairy, (2015), Cummings (2010),
Sofi and Devanadhen (2015), Jyoti and Bhau (2015), Khan, Nawaz, and Khan (2016) agreed
that leadership styles have significant impact on the organization’s performance through the
influence of the organizational culture. Therefore, it is convinced that leaders are the people in
the organization who are responsible in shaping an appropriate culture that is relevant to the
current business conditions so that it significantly impacts the performance of the organization

(Klein et al., 2013).

2.7.1 Organizational Culture Defined

Organizational culture describes the work activities, how they are done, how decisions are
made and how the written and unwritten rules are used to influence the individual and group’s
behaviour (Pettigrew, 1979; Schein, 2004; Robbins and Judge, 2016; Daft, 2012). Robbins and
Judge (2016) identified seven characteristics to define culture, that is, innovative and risk
taking, attention to details, outcome oriented, people oriented, team oriented, aggressiveness
and stability. Conversely, Schein (2017) defined culture as, “a pattern of shared basic

assumptions learned by a group as it solved its problems of external adaptation and internal
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integration, which has worked well enough to be considered valid and, therefore, to be taught
to new members as the correct way to perceive, think, and feel in relation to those problems”.
He also said the organizational culture basically describe the founder leader and/or leader’s
shared beliefs, rituals, values and assumptions, which are passed onto every individual member
in the organization to follow. Consequently, Samad (2007; 2013) and Cameron and Quinn
(2006) said that gaining an in-depth understanding of the organizational culture was important
for effective leadership because leaders who are well informed of the organizational culture
would be able to develop appropriate strategies to achieve the organizational goals. They also
said that knowing the organizational culture well would enable leaders to facilitate change in a

more organized manner.

2.7.2 Leadership and Organizational Culture

How culture is conceptualized will help uncover the relationship between culture and
leadership. Smircich (1983) identified culture as an element that is prone to change, and can be
influenced by leaders, especially those who have transformational behaviour and qualities
(Nicholls, 1984; Quick, 1992; Simms, 1997). On the other hand, culture can be shaped by the
leader's thinking, feeling and responses as the integral part of the organization (Schein, 1992).
According to Schein (1992), the founder leader builds the organization based on his/her values
and beliefs at the formation stage, however, as the organization grows, the culture will
influence the leader and shape the leader’s style and actions, thus demonstrating the ongoing

relationship between leadership and culture (Avolio, 1993).

According to Bass (1985), leaders who adopt transactional leadership style will work within
the culture whilst transformational leaders will consider changing the culture in line with their
vision. Leaders constantly develop their knowledge and skills to remain current with the recent
developments and may change the culture to achieve better organizational performance.
Conversely, Hennessey (1998) and Xenikou (2019) highlighted that leaders nurture suitable
organizational culture for the purpose of improving the implementation of specific change.
They also agreed that effective leaders would influence the shared thoughts and behaviour of
members in the organization to cultivate culture that supports suitable management style in line

with change to increase efficiency and effectiveness. However, culture creation is significantly
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affected by the leadership support from followers and the leader-follower decision-making

process (Ogbonna and Harris, 2000).

Ogbonna (1993) and Legge (1994) agreed that the management of organizational culture was
not possible, however, Martin and Meyerson (1988) argued that leadership can provide the
opportunity to influence the organizational culture. Therefore, changing the organizational
culture involves paying attention to leadership style, which is easily achievable (Ogbonna and
Harris, 2000). Likewise, Gamble (2014) argued that in every organization leadership
transforms the behaviour and practices in order to change the existing culture of doing things.
A change of mind set and different skills will be required for acclimatize to change. As Schein
(1985) constantly says, 'leadership and culture are central to understanding organizations and

making them effective that we cannot afford to be complacent about either one'.

Hamman and Spayd (2015) said agile leaders assume the role of facilitative leader in
cultivating a culture of shared meaning and less directing of employees as they are clear of the
organization’s direction whilst Aghina et al., (2018) said leaders in agile organizations develop
a cohesive community with a common culture that exhibits an entrepreneurial drive in order
for employees to take ownership in achieving team goals, decisions and performance. Refer to
Figure 2.3 on the Agile Core Belief System. In addition to this, the Vice President of Scrum.org,
Eric Naiburg, in his speech at the Agile and Beyond 2018 conference said that for leaders to
improve their agile efforts they should focus to support and protect agile values with strong
leadership, help teams and stakeholders to self-organize, manage portfolios based on outcomes,
remove the causes of delay and waste that the agile teams face, and measure to improve value

through frequent feedback.

The functionalist method made propositions about leaders being the key agents in the process
of culture management (Schein, 2014; Trice & Beyer, 1993, Bass and Avolio, 1994). It said
that leaders use various mechanisms such as communication, vision, allocation of resources
and rewards, organizational design and formal statements such as organizational philosophy,
to manage organizational culture. Conversely, anthropological method conceptualized culture
as what the organization is and leaders were only part of the culture, thus, they do not do
anything to manage culture (Smircich, 1983). However, most research has adopted the
functionalist approach and concluded that organizational culture has a significant impact on

the organizational performance and leadership, and organizational culture has great influence
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on organizational performance (Ogbonna & Harris, 2000; Xenikou, 2014; Ryan & Denison,
2015; Lim, 1995). Especially where it expresses the shared assumptions, values, behavioural
norms and practices that describes the organization demonstrates how members of the
organization interpret their work environment and establish the meaning under given situation

at work (Xenikou, 2014, Schein, 2014).

According to Schein (2017) and Zennouche, M. & Zhang, J., (2014), leadership and culture are
connected in the development and implementation of changes whilst Kotter and Heskett (1992)
said that 'only through leadership, can one truly develop and nurture the culture that is adaptive
to change'. In support of Schein (2014) and Zennouche, M. & Zhang, J., (2014) descriptions
on leadership and corporate culture, Ogbonna (2000) too stressed that there is a connection
between leadership style and organizational culture, the latter being the mediator between

leadership style and organizational performance, hence, an indirect association.

Organizations that seeks to achieve improved organizational performance must enhance the
union of leadership and organizational culture. The leader’s role in creating, managing and
developing the right culture that promotes creativity, innovation, continuous learning and
agility, would make the difference in the overall performance in organizations (Zennouche and
Zhang, 2014). Therefore, to further verify the association of the concepts and the link between
leadership style and organizational culture, the second hypothesis was developed to examine

the relationship between leadership style and organizational culture as follows:

H2 Agile leadership style has significant effect on organizational culture.

This evaluation would enable the researcher to justify the relationship between the two

constructs and further make recommendations to the leaders of the Fourth Schedule Companies

Act 2016 prescribed professional bodies in Malaysia on the impact of the Agile Leadership

Style on the Organizational Culture.

2.7.3 Influence of Organizational Culture on Organizational Performance

Scholars and corporate managers have referred culture to the practices and atmosphere that is

present in organizations and have emphasized that adopting the "right" kind of culture would
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influence the effectiveness of the organization. Managers believe that the stronger the culture,
the more effective the organization would become. Scholars who explored the correlation
between culture and economic performance support the manager’s statement (Denison, 1984;
Kotter and Heskett, 1992; Sorensen, 2002). However, Schein (2017) has firmly said that it was
inappropriate to qualify that certain type of culture as the "right" one for the organization as
effectiveness of an organization is dependent on both the culture and its relationship to the

environment that it exists and operates.

Organizational culture is a critical factor in the operations of an organization as it drives the
employee’s behaviour to take necessary actions to improve business performance. Studies
related to organizational culture and performance conducted by Ezirim (2010), Samad et al.,
(2013) and Lee et al.,, (2018) found that organizational culture is directly related to
organizational performance. However, Ogbonna (2000), Frontier (2010) and Zehir, et al.,
(2011) said culture will remain significant to organizational performance only if it is adaptable
to changes to match the environmental conditions. They also stressed that an organization’s
culture must be of a unique quality so that it cannot be imitated. In addition to this, the empirical
evidences gathered by Ogbonna (2000) supported the literature on organizational culture as the

mediating variable between leadership style and organizational performance.

According to Ogbonna (2000) different types of cultural traits, such as, competitive and
innovative cultures were proven to be directly linked with performance whilst community and
bureaucratic cultures have had an indirect effect on performance. On the other hand, the early
research from Ouchi in 1981 has indicated that there is a positive relationship between
organizational culture and productivity. Meanwhile in 1982, Peters and Waterman said
successful organizations possessed some unique cultural attributes, which has helped to
determine the effectiveness of the organizations. On the other hand, Scholz (1987) and Martins
& Martins (2002) linked cultural perception with competitive advantage. However, Krefting
and Frost (1985) said organizational culture can create competitive advantage only if the
boundaries in an organization is structured to assist members to interact and share relevant
information. Similarly, Ogbonna and Harris (2000) said managers who strongly held and
shared cultural values would be able to anticipate employee reactions to strategic choices and

this would help the managers to focus on the right path to avoid unwanted situations.
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According to Barney (1986), organizational culture may influence organizational performance
if three conditions were present in the culture, that is, flexibility to allow groups to behave in a
manner so that better performance, lower cost and other improved results can be attained; create
distinct features to differentiate the organization from others in the same industry; and cultivate
extraordinary culture so that it is difficult for others to imitate. On the other hand, Xenikou and
Simosi (2006), Samad (2102a), Schein (1990), Gordon and DiTomaso (1992), Denison, 1986;
Kotter and Haskett (1992) agreed that the most important aspects of organizational culture that

enhances organizational performance was involvement, consistency, adaptability and mission.

On the other hand, Samad (2013) stressed that involvement and participation of staff to adapt
with the changing needs from the environment is the most important aspect of the
organizational culture to influence organizational performance. He said cooperation,
commitment to employees and customers, and avoiding status differences by leaders would
guarantee high organizational performance. However, Givens (2012) disagreed and said that
the high level of involvement can create lack of specialization and it may cause difficulties in

identifying the right people for job assignments.

In addition to this, Samad (2013), Daft (2012), Givens (2012) and Schein (2017) agreed that
consistency would help employees to follow rules, support culture, earn rewards, be balanced
and have proper way of doing things, which can lead to better performance. Nevertheless, the
current trend has forced leaders to shift toward cultures to a more flexible approach to match
the environmental changes, hence, leaders have no choice than to adapt and adjust to the
environmental needs of the organization. However, Nongo and Ikyanyon (2012) said there was
no relationship between consistency and employee commitment, and organizational

performance, thus, consistency may not be an important aspect of the organizational culture.

Adaptation refers to the interpretation of signals from the environment. Trevi-O (2003),
Manning (2008), Daft (2012), Cacciattolo (2014) agreed that the external environment is a
strong contributing factor for organizational culture to enhance organizational performance,
especially in chaotic situations (Samad, 2012a). Organizations are required to act fast in
responding to situations and be prepared to take high-risk decisions to manage challenges
(Horney and Oshea, 2015; Daft, 2012). Therefore, culture transformation would be required

with new behaviour and mind-set in order to achieve improved performance and organization
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excellence (Schein, 2004; Samad, 2013; Trevi-O, 2003; Manning, 2008; Shore and Warden,
2008; Daft, 2012; Cacciattolo, 2014; Mousavi et al., 2015;).

Above all, the mission is the most important value to organizational performance because it is
the foundation for the development of goals and objectives. According to Saffold (1998),
Schein, 2004; Mousavi et al., (2015), Nongo & Ikyanyon (2012) and Raza et al., (2014), having
clear mission would enable leaders to set appropriate goals and strategies for both short and
long-term. Raza et al., (2014) said leaders who align the organization’s mission to the
organizations priorities would be able to enhance organizational performance and also
determine the future direction of the organization. Mousavi et al. (2015) said involvement and
adaptability has direct impact on organizational performance but consistency has an indirect
impact on organizational performance. Similarly, Nongo and Ikyanyon (2012) confirmed that
there is positive relationship between adaptability and commitment in improving
organizational performance whilst Givens (2012) said that is strong relationship between

mission and organizational performance.

Denison (1986) argued that even though the characteristics of organizational culture is
correlated with organizational performance, some measurement indicators has showed
differing levels of strengths when measuring the relationship, thus, the limitations. Results from
his study indicated the link between decision-making, work design and long term financial
performance whilst supervisory leadership was associated with short term financial
performance. Similarly, Rousseau (1990) used monies that were raised in fund a raising
campaign to measure performance and the Organizational Culture Inventory developed by
Cooke and Lafferty (1989) to measure organizational culture. However, results revealed that

there was no significant positive correlation between these variables.

Similarly, Ogbonna and Harris (2000) used customer satisfaction, sales growth, market share,
competitive advantage and sales volume whilst Yesil and Kaya (2013) used sales growth and
return of assets as variables to measure performance in four different cultural dimensions.
According to Ogbonna (2000), each dimension was associated with organizational
performance based on external and internal orientations. Yesil and Kaya (2013) concluded that
there was no direct link evident between organizational culture and organizational
performance, however, they agreed with the presence of a mediating factor such as knowledge

management (Zheng et al., 2010), innovation (Han et al., 1998), processes (Saffold, 1988) and
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knowledge conversion (Tseng, 2010), organizational performance can be influenced by the
organizational culture. On the other hand, Kotter and Heskett (1992) who examined the
relationship between strong cultures and long term performance found only a minor correlation
between the two variables, but those organizational cultures that matched the external

environment generated better organizational performance.

Marcoulides and Heck (1993) said they found strong influence between organizational culture
and organizational performance particularly significant where workers’ attitudes and
organizational activities were concern. They used organizational structure, values, task
organization, climate, individual values and beliefs to measure organizational culture; and
capital, market and financial indicators to measure organizational performance, thus, the
positive relationship. However, Lim (1995) critiqued studies that were linked to employee
perception as a more relevant measurement of organizational climate rather that organizational

culture.

Lagan (2019) highlighted the importance of people and structure in designing an organizational
culture. In support of Denison’s (1986) theory on employee involvement, Lagan (2019) said
developing ethical employee behaviour will increase employee engagement, which expedites
decision-making and encourages innovation to improve organizational performance. In
addition to this, he further made reference to the structural views that were provided by Handy
(2007), Trevi-O (2003), Manning (2008) and Cacciattolo (2014) to explain that how structure
would help leaders in culture development especially in developing fairness in treating and
serving. This develops the motivation and trust that builds up employee engagement, job

satisfaction and commitment, which would result in improved organizational performance.

On the other hand, Gerry Johnson and Kevan Scholes in 1992 identified six inter-related
components in the Cultural Web: control systems, organizational structure, power structures,
symbols, stories, rituals and routines, all of which related to people in the organization, their
behaviour, perceptions and actions that influences organizational performance. Therefore,
organizational culture is powerful, tacit and unconscious set of forces that determines the

behaviour, perception, thought patterns and values (Schein, 2017).

The influence of organizational culture matters because it determines strategy, goals and modes

of operating. It also plays a significant role in making the organization function efficiently and
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effectively. Therefore, cultivating an appropriate organizational culture to match the
environment would create significant impact on the organizational performance (Chiavenato,
1990, Tolfo and Wazlawick, 2008). Even though organizational culture and organizational
performance are both multi-dimensional and shaped by various criteria (Yildiz, 2014),
organizational culture still remains as an important factor that influences the performance of

an organization (Aidla and Vadi, 2007).

There has been extensive number of research conducted to investigate how organizational
culture serves as the mediator between leadership styles and organizational performance in
relation to employees’ commitment, innovation and organizational identification (Ogbonna &
Harris, 2000; Xenikou & Simosi, 2006; Sarros et al., 2008; Elenkov & Manev, 2005; Jung et
al. (2003). According to Ogbonna and Harris (2000), supportive and participative leadership
styles were positively associated with performance through competitive and innovative
organizational cultures whilst Xenikou and Simosi (2006) argued that transformational
leadership and humanistic culture orientation had indirect effect on business unit performance

through culture.

On the other hand, competitive and performance oriented culture had a mediating effect on
vision articulation, individual support, high performance expectations, and innovation (Sarros
et al. ,2008) whilst Elenkov and Manev (2005) said there is a relationship between
transformational leadership and innovation through the mediation of performance-oriented and
competitive organizational cultures. Likewise, Jung et al., (2003) provided evidence that
transformational leadership and innovation was mediated by culture as members get together

to discuss and implement innovative ideas and suggestions.

In summary to explore the above, the researcher developed two hypotheses to examine the
significant effect between Organizational Culture and Organizational Performance, and to
determine the role of Organizational Culture as the mediator between Leadership Style and

Organizational Performance.

H3  : Organizational culture has significant effect on organizational performance.

H4  : Organizational culture mediates leadership style and organizational performance.
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These evaluations would enable the researcher to develop an understanding on the role of
organizational culture in organizations and determine the impact it has upon the organizational

performance of organizations.

2.8 ORGANIZATIONAL CULTURE, INTERNAL INTEGRATION AND
ORGANIZATIONAL PERFORMANCE

The dynamic business environment continues to create huge impact on business operations in
many ways. Leaders are expected to be constantly alert on the external conditions so that they
are able to take necessary actions in managing the internal conditions to match the external
expectations (Schein, 2017). Katz & Kahn (1978) said an organization is able to achieve
success when it adapts to the external environment, and adopts the right resources and methods
to manage its operations efficiently. They classified the internal conditions as closely inter-
related and critical in influencing the business operations and outcomes. Further, Schein (2017)
and Yukl (2013) supported Katz & Kahn’s ‘adaptation to the environment’ as necessary in the
contemporary business world because of the volatility caused by rapid development in
technology, economic turmoil, politics and threats from competitors that could create too much
of uncertainties to organizations. Therefore, scanning the external environment would enable
organizations to organize better business plans to capitalize opportunities and overcome

challenges.

According to Gordon and DiTomaso (1992), Denison (1986), Schein (2017), Yukl (2008), and
Joiner (2009), organizational strategies can only become attainable if the organization pays
attention and adapts to the external conditions. Under most circumstances, change becomes
essential especially in the products and services, and also the way they are marketed to the
customers (Schein, 2004; Yukl, 2013). Information that are obtained from the external
environment helps organization with adaptation to improve organizational situation. As Yukl
(2008) said members learn new things together, create the right mental model on the
determinants of organizational performance, diffuse new knowledge, innovate, practice

flexibility and introduce new initiatives and/or manage crisis.
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2.8.1 Performance Determinants

Field research conducted in the past identified variable internal conditions that are closely
linked with and has significant impact on the performance of organizations. Out of which
attitudinal and behavioural aspects that is in the organizational culture were identified as the
most significant variables of them all. According to Samad (2013) and Soebbing et al., (2015),
success of an organization depends on the competency of the leader and the organizational
culture. Samad (2013) further argued that organizational culture has a positive link to
organizational performance, thus, it creates significant impact on organizational performance
McNair et al., 2011, Ssekakubo et al., (2014), Samad (2013) and Mastrangelo et al., (2014)
also agreed that leadership competencies can improve employee performance through their
persuasive power, which in turn improves organizational performance. Mastrangelo et al.,
(2014) said competent leaders influence their followers by creating conducive environment
that affects their behaviour and attitudes whilst and Babcock-Roberson and Strickland (2010)
explained competent leader empower and engage employees, all of which results in improved

organizational performance.

In addition to this, Samad (2013) said that the involvement of employees would enhance
organizational performance when they adhere to the standard rules to accomplish the
organization’s objectives, however, these factors need careful consideration because change in
trend can influence the outcome, and it is essential that leaders create a flexible culture to
accommodate the shift. Conversely, Bowen & Ostroff, (2004) and Yukl (2013) explained that
better organizational performance can be achieved by having good quality employees with
relevant skills and experience, motivated workforce, good quality social relations and network.
Thus, talented and dedicated employees are the key to achieve performance efficiency and
innovation to happen. Bowen & Ostroff, (2004) stressed that to acquire highly talented people,
good human resources program is required in the areas of recruitment, training, compensation,

staffing and succession planning.

On the other hand, Mintzberg (1979) said organizational efficiency can be improved through
the organizational structure when formalization, standardization and specialization of functions
are introduced whilst Yukl (2013) and Tomal and Jones (2015) said leaders influence
organizational performance through their decision-making on competitive strategies, human

resources and management programs, systems and organization structure. Hakim et al., (2016)
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said research has proven that the organizational structure has significant and positive impact
on the organizational performance, which can be achieved through continuous improvement
initiatives and this requires the organizational structure to be flexible so that improvement to

processes can be done easily.

Apart from people and organizational structure, the internal business processes which involves
usage of resources, systems and processes are part of the organizational culture that can have
significant effect in producing improved outcome through efficiencies. Yukl (2013) said that
process reliability can be improved if additional resources were used but efficiency can only
be improved if there are savings arising from the improvements. It is important that optimum
usage of resources is observed through minimized costs and wastage, which may require re-
designing of work processes such as adopting new technology. This will enable the

organization to coordinate activities better and avoid errors, quality defects and/or delays.

In summary, cost reduction, process and quality programs, performance management and goal
setting programs, and appraisal, recognition and rewards programs would help improve
efficiency and reliability. Standardization of policies and procedures, and uses of technology
for process automation can help to reduce labour costs. Improvement programs on innovation
and adaptation may help in understanding customer preference and competitor’s actions.
Structural forms that increases innovation and adaptation can be stimulated via R & D and
cross functional product development teams. According to Yukl (2013), employee skills
development, talent management, succession planning, employee benefit program,
socialization program, employee empowerment, recognition and rewards, are a few that may

help to improve efficiency.

2.8.2 Internal Capabilities and Organizational Performance

According to Germain and Iyer (2006) and Rodrigues et al., (2004), internal integ