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Abstract: The impact of organisational culture on firm performance has been
well documented. Previous studies on the impact of organisational culture
derived from its national culture have been conducted in homogenous cultures.
Little attention has been given to the impact of organisational culture derived
from Indonesian culture on firm performance. Indonesia’s subcultures may not
be represented in the national culture. This study examines the impact of
organisational culture on firm performance among Indonesia manufacturing
firms. Results from 152 organisations confirm that organisational culture has
significant effect on firm performance. Only individualism and uncertainty
avoidance significantly impact firm performance. The implication is that, even
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in a country with many subcultures, firms’ top management still need to pay
attention to the impact of national culture at organisational level. Furthermore,
since Indonesia has a very low score on individualism, managers need to create
a conducive and rewarding environment for individuals to contribute.
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1 Introduction

Many authors underline the relationship between organisational culture and firm
performance. Most authors report the presence of relationship between organisational
culture and firm performance (Su and Chen, 2013; Uzkurt et al., 2013), while other
authors such as Yesil and Kaya (2013) argue there is no correlation between them. The
link between organisational culture and firm performance has been studied in
manufacturing firms (Kull et al., 2014; Su and Chen, 2013), service enterprises (Halkos
and Tzeremes, 2011; Yesil and Kaya, 2013), and both industries (Tidor et al., 2012;
Tseng, 2010). Robbins and Judge (2013) distinguish between internally-developed
organisational culture and the one influenced by its national culture. Kattman (2014)
argues that the influence of internally-developed organisational culture is stronger than
the influence of national culture. However, Robbins and Judge (2013) claim that the
influence of national culture on employees of an organisation is more powerful than their
internally-developed organisational culture. As global operations increase significantly,
the need for understanding the impact of national culture on individual behaviour and
thinking in a multi-national context becomes more critical (Rhee et al., 2013).
Furthermore, national culture values may reduce the effectiveness of best practices
transfer from foreign country (Naor et al., 2010).

Indonesia hits a record of USD23.93 billion in foreign direct investment (FDI) in
2013 (Siahaan, 2014), continuing the positive trend from the past six years. This trend is
due to large domestic consumption of 240 million people, fast growing middle class,
wealth of natural resources, and its strategic location (Drysdale, 2012). At the end
of 2011 Indonesia’s credit rating is raised to investment grade by Fitch Ratings
and Moody’s Investors Service (Bisara, 2012; Central Intelligence Agency, 2013). As
Indonesia is predicted to be the fourth largest economy in the world in 2040 (Drysdale,
2012), more multinational companies are expected to move their operations to Indonesia
(The World Bank Office Jakarta, 2012). However, moving a manufacturing operation
from one country to another needs understanding of the national culture’s impact on
operations decisions (Pagell et al., 2005). Congruence of management practices to
the national culture improves their effectiveness (Newman and Nollen, 1996).
National culture at organisational level has been reported to moderate the relationship
between manufacturing practices and performance (Wiengarten et al., 2011). It means
manufacturing practices that are effective in other countries may need some adjustment to
fit Indonesian culture. The uniqueness of Indonesian culture was reported by Hofstede et
al. (2010). While Indonesia, as a nation, has very high power distance (PDI), very low
individualism (IDV), and high uncertainty avoidance (UAI) (The Hofstede Centre, 2014),
these national culture scores may not reflect the local culture because Indonesia is a
multiethnic country (Hofstede et al., 2010). Unfortunately, amidst the myriad cultural
studies on the impact of organisational culture on firm performance, there is no empirical
research has been done on the impact of Indonesian organisational culture on firm
performance.

The purpose of this paper is to examine the relationship between national culture at
organisational level and firm performance among Indonesian manufacturing firms. A
sample of 152 respondents from Indonesian manufacturing firms has been collected.
Hofstede’s framework (Hofstede et al., 1990, 2010) is utilised to measure the
organisational culture, while financial performance and sales performance are used to
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measure firm performance. The rest of the paper is structured as follows. Literature
review on organisational culture and firm performance that leads to hypotheses
development is articulated in Section 2. Section 3 discusses the research methodology
used in the study. In Section 4, data analysis of results and discussion of findings are
presented. Finally, conclusions, limitations, and recommendations for future research are
presented in Section 5.

2 Literature review

2.1 Organisational culture

Robbins and Judge (2013) define organisational culture as a set of shared value system
held by an organisation’s members, distinguishing the organisation from other
organisations. Studies on organisational culture have been done primarily in two main
streams. The first stream of researchers such as Haffar et al. (2013), Prajogo and
McDermott (2011), and Yarbrough et al. (2011) use a culture framework that is
specifically developed for organisational research, i.e., competing values framework
(CVF). Baird et al. (2011) adopt a framework developed by O’Reilly et al. (1991) that
consists of six culture dimensions, i.e., outcome orientation, attention to detail,
teamwork/respect for people, innovation, stability, and aggressiveness. Another
organisational culture framework is proposed by Wilderom et al. (2012) based on work
practices of empowerment, external orientation, interdepartmental cooperation, human-
resource orientation, and improvement orientation. Other stream of researchers utilises a
framework that is initially designed to measure dimension of national culture. Two
national culture frameworks that are widely utilised are GLOBE (House et al., 2004) and
Hofstede’s framework (Hofstede et al., 1990, 2010).

Organisational culture framework influenced by national culture is used in this study
because its purpose is to confirm the relationship between national culture at
organisational level and firm performance. Among all available national culture
frameworks, Hofstede’s framework is selected because of two reasons. First, it has
superior convergent validity compared to other frameworks (Magnusson et al., 2008;
Wiengarten et al., 2011). Second, the popularity of Hofstede’s framework among national
culture studies (Rarick and Nickerson, 2008; Smith and Dugan, 1996) increases
usefulness of the result because it can be compared to other studies. Hofstede’s
framework has six culture dimensions, i.e., PDI, IDV, masculinity (MAS), UAI, long-
term orientation (LTO), and indulgence (Hofstede et al., 1990, 2010). However, the last
dimension, i.e., indulgence, is not utilised in this study because it was just appended in
2010 (Hofstede et al., 2010). At the time this study was conducted there was no construct
developed to measure this dimension at organisational level.
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2.2 Firm performance

Various performance measures have been used in examining the relationship between
organisational culture and firm performance. Authors have used financial performance
(Yesil and Kaya, 2013), operational performance (Prajogo and McDermott, 2011),
quality and business performance (Jabnoun and Sedrani, 2005), manufacturing
performance, i.e., cost, quality, flexibility, and delivery (Su and Chen, 2013), quality
performance (Corbett and Rastrick, 2000), and new product performance (Engelen et al.,
2012). Garg and Ma (2005) recommend the use of performance measures that represent
four perspectives of balanced scorecard (BSC) proposed by Kaplan and Norton (1992),
i.e., learning and growth, internal business process, customer, and financial perspectives.
Garg and Ma (2005) argue this scheme can satisfy the need of managers for balanced
presentation of both financial and operational measures.

Some researchers such as Phan et al. (2011) and Prajogo and McDermott (2011) have
reported the use of perceptual data as their research limitation. However, perceptual data
are still widely used in studies of this area because access to objective data is very
limited. Some authors propose a means to improve the usefulness of perceptual data.
Agus et al. (2000) and Prajogo and McDermott (2011) propose the use of comparative
data to competitors’ performance to reduce bias of subjective answers. In this study
financial performance and sales performance are used because these two performances
are usually available to public in Indonesia. In this way respondents have the opportunity
to compare their firms’ performance to their competitors’ performance.

2.3 Research hypotheses

Relationship between organisational culture and firm performance has been identified by
many authors. Jung et al. (2008) report MAS is positively correlated with firm
performance, while other culture dimensions are not significantly correlated with firm
performance. Kessapidou and Varsakelis (2002) confirm the relationship between IDV
and firm performance. Furthermore, Halkos and Tzeremes (2011) verify the influence of
MAS, PDI, IDV, and UAI on multinational bank’s performance. These arguments lead to
the development of two hypotheses. First hypothesis tries to confirm the relationship
between organisational culture and firm performance. The second hypothesis argues that
each culture dimension, i.e., PDI, IDV, MAS, UAI, and LTO correlates with firm
performance. In short the two hypotheses can be written as follows:

H; There is a relationship between organisational culture and firm performance.
H, There is a relationship between each culture dimension and firm performance.

Figure 1 describes the theoretical framework for this research. Figure 1(a) presents the
theoretical framework for the first hypothesis, while Figure 1(b) illustrates the theoretical
framework for the second hypothesis.
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Figure 1 The theoretical framework (see online version for colours)
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3 Research methodology

3.1 Sample and procedures

A self-administered survey was conducted on managers or directors of manufacturing
firms located in Indonesia. Unit of analysis was at strategic business unit because the
operational process at this level was quite homogeneous. Thus, a firm that had two or
more similar plants in different locations was treated as a single entity. Selected
respondents were at least at managerial level to make sure they were knowledgeable
about their firm performance. Survey was mainly conducted online using Google Docs
application. Prospective respondents were invited to participate in the survey by e-mails.
Each e-mail was kept track to make sure only one respondent from one company
participated in the survey.

3.2 The questionnaire

The questionnaire was initially pre-tested by academia in the operations management
field and practitioners. Academia were asked to give feedback about the format, clarity of
survey guideline, and clarity of questions, while practitioners provided feedback about
format, clarity of questions, ease of answering questions, the existence of sensitive
questions, and the time length to complete the survey. Survey instrument of this study
comprised of three parts. The first part inquired about company profile and respondent’s
managerial position. Second part consisted of indicators for organisational culture. As
mentioned in Section 2, organisational culture in this study was measured using five
culture dimensions of Hofstede’s framework, PDI, IDV, MAS, UAI, and LTO. Indicators
developed by Yoo et al. (2011) for PDI, MAS, UAI, and LTO were adopted, while IDV
indicators were adopted from Robert and Wasti (2002). The third part contained
indicators for firm performance. In this study firm performance was measured using
financial performance and sales performance. This selection was made to reduce self-
reporting bias (Podsakoff and Organ, 1986) because financial performance and sales
performance are usually available for public. Respondents were inquired about
performance of his/her company compared to the performance of other company in the
same business sector as recommended by Prajogo and McDermott (2011). Return on
assets (ROA) and earnings before interest and taxes (EBIT) were selected indicators for
financial performance. Sales growth and market share were used to measure sales
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performance. Five-point Likert scale was used for all 26 indicators of culture dimensions
and firm performance, where 1 = strongly disagree and 5 = strongly agree.

4 Results and discussions

505 prospective respondents were invited and 152 completed responses were received,
resulting in a response rate of 30%. Table 1 provides profile of the surveyed firms and the
respondents. Of the 152 firms more than 57% were large companies (with more than 251
employees), while the remaining were small and medium enterprises (SMEs). More than
one half of the responding firms served domestic market only, while almost 40% of them
supplied domestic and overseas market. Almost 90% of the surveyed firms implemented
at least one quality programme such as ISO 9001, Six Sigma, Malcolm Baldrige, EFQM,
or other programmes. It was surprising there was still 12% of them did not have any
quality programme at all. More than 80% of responding firms had implemented their
quality programme for more than one year. More than half of respondents were president
directors, directors, general managers, or plant managers. The rest were other managers
like QA, finance, production, or PPIC. More than 60% of respondents have worked in the
firms for at least five years. Thus, they were well-informed concerning their firms’ state.
Only 10% of respondents just joined the company. However, they worked as senior
managers that required them to be familiar with the new environment promptly.

Table 1 Surveyed firms’ profile and respondents’ profile

Frequency Percentage

Venture capital

Local private 100 65.8%
Joint-venture 46 30.3%
State-owned 6 3.9%
Firm size

Less than 50 employees 14 9.2%
51-250 employees 51 33.6%
More than 250 employees 87 57.2%
Main market

Domestic 80 52.6%
Overseas 12 7.9%
Domestic and overseas 60 39.5%
Quality programme

None 19 12.5%
Only one programme 97 63.8%

More than one programme 36 23.7%
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Table 1 Surveyed firms’ profile and respondents’ profile (continued)

Frequency Percentage

Duration of quality programme

Less than 1 year 26 17.1%
1-3 years 22 14.5%
More than 3 years 104 68.4%
Respondent’s title

President director/CEO 8 53%
Director 25 16.4%
General manager 11 7.2%
Plant/operations manager 42 27.6%
Quality assurance manager 9 5.9%
Others 57 37.5%
Duration of employment

Less than 1 year 16 10.5%
1-5 years 45 29.6%
5-10 years 34 22.4%
More than 10 years 57 37.5%

Data screening recommended by Hair et al. (2010) was performed on the raw data. There
was no missing data identified using SPSS software. Data were then scrutinised for the
existence of univariate and multivariate outliers (Hair et al., 2010). Bivariate detection
method was not utilised because of its inefficiency to handle substantial number of
variables in this study (Hair et al., 2010). In univariate detection, for a sample of more
than 80, Hair et al. (2010) recommend cases that have z scores greater than 4.0 to be
considered outliers. Only two cases, case number 72 and 139, were identified as outliers
through univariate detection. For multivariate detection, outliers were assessed during the
confirmatory factor analysis (CFA) using Mahalanobis distance (D2) divided by the
number of variables involved. Hair et al. (2010) recommend the use of a conservative p
(i.e., 0.001) to identify cases for multivariate outlier candidates. Through multivariate
detection four cases were identified as outliers and removed, case number 47, 81, 124,
and 132.

4.1 Measurement model

In the CFA, two measurement models were developed, the organisational culture and the
firm performance. Data reduction on the organisational culture was performed through
the CFA. The purpose of this process was to reduce the number of variables to a
manageable number while maintaining the characteristics of the original variables (Hair
et al., 2010). The composite scores were used to verify the first hypothesis in the
structural model. Composite score is claimed to be superior compared to the more
common method, the summated scale, because it represents all variable loading on the
factor (Hair et al., 2010).
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Table 2 Scale validity and reliability for the five dimensions of organisational culture
Scales Items Loading Cronbach’s «
pd_1  People in higher positions should make most 0.48 0.668
decisions without consulting people in lower
positions

pd_2  People in higher positions should avoid social ~ 0.68

Power interaction with people in lower positions
distance . . .
pd_3  People in lower positions should not disagree 0.61
with decisions by people in higher positions
pd_4  People in higher positions should not delegate ~ 0.57
important tasks to people in lower positions
idv_1  Each employee is encouraged to realise hisor ~ 0.88 0.825
her own unique potential
idv_2 Employees with good ideas makes sure 0.71
o ) management knows the idea was theirs
Individualism
idv_3  Our company encourages employees to solve 0.62
their own problems
idv_4 Individuals who stand out in a high performing  0.74
group are recognised
mas_1 In our company important positions are more 0.81 0.875
designated for men
mas_2 Men usually solve problems with logical 0.80
Masculinity analysis; women usually solve problems with
intuition
mas_3 It is more important for men to have a 0.90
professional career than it is for women
uvai_1  Our company writes with detailed instructions ~ 0.89 0.870
and procedures for everyone
Uncertainty uai_2 Our company writes all the rules and 0.84
. regulations clearly so that everyone knows
avoidance .
what is expected
uai_3 In our company standard operating procedure is  0.70
considered a very important
lto 1 Our company manages its finance carefully 0.48 0.821
lto 2 Our company continues fight despite facing 0.54
Long-term tough competition
orientation lto 3 Our company upholds its vision, mission, 0.87

goals, and corporate values

lto 4 Our company conducts long-term planning 0.93

Notes: CMIN/DF = 1.598, RMSEA = 0.064, SRMR = 0.066, and CFI = 0.936.

There were 22 indicators in the initial five organisational culture dimensions, but only 18
of them were retained. One item of MAS was removed because of low loading (0.11).
Two indicators of IDV and one item of LTO constructs were removed from the model
because they had mediocre loadings and their inclusion reduced the reliability of the
constructs. The remaining items are shown in Table 2. Some measures were used to
verify model fit in this study, i.e., CMIN/DF, RMSEA, SRMR, and CFI. Hair et al.
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(2010) recommend threshold value of CMIN/DF < 3.0 for well-fitted model, while they
consider CMIN/DF < 5.0 to be acceptable. For 18 observed items with 146 observations,
Hair et al. (2010) suggest values of RMSEA and SRMR less than 0.08 and CFI equals
0.95 or greater. The resulting model exhibited good fit with CMIN/DF = 1.598, RMSEA
=0.064, and SRMR = 0.0662. Only the value of CFI (0.936) missed the recommendation
a little bit, but this was still acceptable. All factor loadings were significant at p < 0.01.

The model also showed good reliability and validity since all Cronbach’s alphas were
greater than 0.7 except for PDI that had Cronbach’s alpha of 0.668. However, deleting
more items from PDI would drop the reliability of the construct further. We decided to
retain the four items for this construct since the Cronbach’s alpha was slightly below the
threshold value of 0.7. Table 3 provides further information about means, standard
deviations, reliability, validity, and correlations of the five dimensions of organisational
culture.

In Table 3, all average variance extracted (AVE) values are above 0.5 except for PDI.
However, composite reliability (CR) of PDI (0.676) was still larger than its AVE (0.345).
This fact supported the convergent validity of this model. Hair et al. (2010) claim that
discriminant validity was supported if AVE was larger than its maximum shared variance
(MSV) and average shared variance (ASV). Table 3 shows that all constructs of
organisational culture have AVE values greater than their MSV and ASV values.

Figure 2 depicts the second order model of organisational culture that was developed
using the composite scores of its five dimensions. The model fit exhibited satisfactory
with CMIN/DF = 1.185, RMSEA = 0.036, SRMR = 0.0309, and CFI = 0.997. However,
the Cronbach’s alpha of this model was quite low (0.469). All items’ loading were
significant at p < 0.01 except for the MAS. Even though MAS had the highest reliability
(0.875), it had negative insignificant loading (—0.14). This situation could be caused by
its strong correlation with two other factors, IDV and PDI. As masculine society is
characterised by competition, achievement, and success, respondents of this study may
confuse MAS with IDV and PDI as suggested by Hofstede et al. (2010). MAS were then
removed from the final measurement model. The resulting model showed good fit with
CMIN/DF = 0.957, RMSEA = 0.000, SRMR = 0.0224, and CFI = 1.000. All items’
loading were significant at p < 0.01 and the Cronbach’s alpha increases to 0.586.

Figure 2 The second-order measurement of organisational culture, (a) initial model
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Measurement model for firm performance exhibits good reliability with Cronbach’s alpha
0.913 as shown in Table 4. Factor loadings of all items were significant at p < 0.01. The
model had CMIN/DF = 3.286, RMSEA = 0.126, and SRMR = 0.0128, and CFI = 0.995.
Therefore, all fit indices for well-fitted model were satisfied except for the RMSEA.
However, 90% confidence interval of the RMSEA value ranged from 0.000 to 0.287,
indicating that the model was acceptable.

Table 4 Scale validity and reliability for firm performance
Scales Items Loading Cronbach’s «
fp 1  Our company earns earnings before interest and 0.83 0.913

taxes much higher than competitors in average

fp 2 Our company earns return on assets much higher 0.97
Firm than competitors in average

performance fp_3 Our company earns sales growth much higher than ~ 0.80
competitors in average

fp 4  Our company earns market share much higher 0.71
than competitors in average

Note: CMIN/DF = 3.286, RMSEA = 0.126, SRMR = 0.0128, and CFI = 0.995.

4.2  Structural model

The next step in the data analysis was to conduct structural relationship analysis. The
measurement models obtained from previous section were used to examine the two
hypotheses. To test the first hypothesis we utilised the second order organisational culture
model and the firm performance model. Three control variables were included in the
model, namely firm size, main market, and quality programme. However, none of these
control variables was correlated to the firm performance. Thus, these control variables
were removed from the model. The structural model between the second-order
organisational culture and firm performance exhibited good fit, satisfying all fit indices
recommended by Hair et al. (2010). Thus, the first hypothesis that claimed the
relationship between organisational culture and firm performance was confirmed at
p <0.001. The final structural model is shown in Figure 3.

Figure 3 The structural model between organisational culture and firm performance

Notes: CMIN/DF = 1.761, RMSEA = 0.072, SRMR = 0.0609, and CFI = 0.979.

The second hypothesis was validated using the first-order models of each dimension of
organisational culture and the firm performance. The structural model exhibited
acceptable fit with CMIN/DF = 1.565, RMSEA = 0.062, SRMR = 0.0681, and
CFI = 0.933. However, the relationships of PDI — firm performance, MAS — firm
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performance, and LTO — firm performance were not confirmed at p < 0.05. Removing
PDI, MAS, and LTO from the model improved the CFI from 0.933 to 0.964. Other fit
indices dropped a little bit, but they were still in the range of well-fitted model. The final
structural model between each organisational culture dimension and firm performance
with its fit indices is shown in Figure 4. The relationship between IDV and firm
performance was confirmed at p < 0.001 and UAI was linked to firm performance at
p <0.05.

Figure 4 The final structural relationship between organisational culture dimensions and firm
performance

Notes: CMIN/DF = 1.837, RMSEA = 0.076, SRMR = 0.0764, and CFI = 0.964.

The two hypotheses were tested through the two structural models. The first structural
model suggested the correlation between organisational culture and firm performance.
The value of R® of this model was 0.20, revealing that organisational culture only
explained one fifth of the variance in firm performance. In the second structural model
the positive impact of IDV and UAI on firm performance was supported. Even though
the positive impact of IDV and UAI on firm performance was significant, it only
explained 21% of variance in firm performance (R> = 0.21).

4.3 Discussions of findings

This study aims to explore the relationship between organisational culture and firm
performance. To our knowledge, it is the first study that explores the relationship
between organisational culture and firm performance in a country with many subcultures,
where the national culture may not represent the local culture. Furthermore, it wants to
examine the correlation between each culture dimension and firm performance. The first
finding demonstrates the relationship between organisational culture and firm
performance. This particular finding supports prior studies that identify the relationship
between organisational culture and firm performance (Acar and Acar, 2012; Aluko, 2003;
Halkos and Tzeremes, 2011; Zheng et al., 2010). The implication of this finding is that
the impact of national culture at organisational level on firm performance is still
identified in a country with many sub-cultures. The managerial implication of this finding
is that managers need to establish organisational culture that is supportive in achieving
high performance. However, since organisational culture explains only 20% of the firm
performance’s variance, managers should realise that organisational culture is not the
only determining factor of performance. Other factors, such as quality management
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practices, total productive maintenance, supply chain management practices, business
strategy, and public policy, have been linked to firm performance (Al-Refaie and
Hanayneh, 2014; Gorantiwar and Shrivastava, 2014).

The second finding indicates only IDV and UAI affect the firm performance. In
regard to IDV, our finding shows that higher IDV links to better performance. It confirms
result of prior study conducted by Halkos and Tzeremes (2011) and Kessapidou and
Varsakelis (2002). However, Flynn and Saladin (2006) report that worse business results
are correlated with higher IDV. This disagreement can be explained through the
perspective of national culture. Our study is conducted in Indonesia that is characterised
by very low score on IDV, ranked 70—71 among 76 countries. Thus, employees that dare
to express their idea and offer solution to a problem can contribute to higher firm
performance. On the other hand, Flynn and Saladin (2006) conduct their study among the
USA, Japan, Germany, Italy, and England’s firms. Except for Japan that has moderate
IDV (ranked 35-37 among 76 countries), the remaining four countries are ranked in the
top 20 (Hofstede et al., 2010). In this case, higher IDV may hinder team development that
is needed to achieve high performance. Furthermore, collectivism, the opposite of IDV, is
needed for employee empowerment (Yoo et al., 2006). As for UAI, our study confirms
the finding of Flynn and Saladin (2006). That is higher UAI is correlated with higher
performance. Countries that have high scores on UAI are influenced by Roman Empire,
while countries with low scores on UAI are influenced by Chinese Empire and their
Confucianism (Hofstede et al., 2010). On the contrary to Chinese Empire that relied on
government of good man, Roman Empire relied on systems and principles. That is why
firms located in high UAI culture will develop their process and systems continuously to
achieve higher performance.

Our result does not identify the impact of PDI, MAS, and LTO on firm performance.
Flynn and Saladin (2006) identify better business results are correlated with higher scores
on PDI and MAS. In addition, Aluko (2003), using case study approach, identify the
relationship between the five culture dimensions at organisational level and firm
performance measured using management satisfaction, staff satisfaction, staff retention,
customer satisfaction. Selection of firm performance and research method may contribute
to the difference in findings. This study utilised financial and sales indicators for firm
performance to make it easier to get information about their competitors’ performance.
Yet, Kaplan and Norton (1992) underline the disparity between improved operating
performance and disappointing financial performance. In essence, LTO that is reflected
by improved operating performance may not be captured by financial and market
indicators. The use of case study method by Aluko (2003) is able to capture the small
improvement in firm performance. However, Aluko (2003) acknowledges that the result
cannot be generalised because of the small sample issue. The managerial implication of
the second finding is that managers need to empower their employees. Empowered
employees can develop themselves, propose new ideas, and solve their own work-related
problems. Higher employee empowerment has been identified to be positively correlated
with training, teamwork, top management commitment, continuous improvement, and
customer satisfaction (Sweis et al., 2013). Setting up systems and improving the process
continuously may also improve the firm performance as they can reduce uncertainty and
ambiguity. Furthermore, the top management should utilise the right performance
measures to capture performance improvement at different stages.
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5 Conclusions, limitations, and recommendation

In summary, we have demonstrated the verification of the two hypotheses. Through this
study, the relationship between organisational culture and firm performance was
established. In the second finding, only the relationships between IDV-firm performance
and UAI-firm performance were identified. There are three limitations identified in this
study. First, we use perceptual model that is widely reported to be less objective (Jayaram
et al.,, 2010; Wali and Boujelbene, 2010). Nevertheless, we have tried to improve this
limitation using the recommendation from Agus et al. (2000) and Prajogo and
McDermott (2011) that propose the use of comparative data to reduce the bias of
subjective information. The second limitation is that our study is cross-sectional in
nature. Through this study we are not able to confirm the existence of causal relationship
between organisational culture and firm performance (Wilderom et al., 2012). As for the
third limitation in this study, only four of the five culture dimensions of Hofstede’s
framework are identified as culture indicators in our model. MAS are not a significant
indicator for culture in our model. Some recommendation for future research includes the
use cross-cultural study to compare the findings with ones of similar culture, confirming
this result through case studies, and better selection of cultural indicators.
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