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ABSTRACT

In today’s fast-paced business environment, several factors, including organizational
culture, play a crucial role in determining organizational performance. However, the
effect of these factors varies depending on the introduction of intervening variables in
the model. The objective of the study, therefore, is to examine the effect of organizational
culture on organizational performance when the two variables are mediated by job
satisfaction. Researchers used a simple random sampling technique to collect data from
204 respondents found at the head office of the Cooperative Bank of Oromia in
Ethiopia. The researchers used Structural Equation Modeling (SEM) to analyze the data
and discovered a significant indirect effect of organizational culture on organizational
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performance. For the direct unaggregated effect analysis, the results also revealed that
involvement and adaptability (from the cultural dimension) and relationships with
supervisors, physical working conditions, and pay rate (from the job-related dimensions)
have significant effects on the performance of the organization. Based on the findings, Pablo Ruiz, Universidad
managers are suggested to consider the indirect effect of culture via job satisfaction ~ de Castilla-La mancha,
while they make decisions. Spain
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1. Introduction

In the current business environment, organizational managers consider organizational culture in their
decisions as it has a major effect on performance (Indiya et al, 2018). Concerning empirical pieces of
evidence, however, several researchers reported a mixed effect of organizational culture on performance
(Liu et al., 2021). For example, Matké and Takécs (2017), and Sabri et al. (2013) reported a strong relation-
ship between culture, job satisfaction, and performance. Yet, according to research conducted in Uganda
by Aketch et al. (2017), the mission, from the dimensions of organizational culture, is the only important
factor for organizational performance. Similarly, Nazir and Lone (2008) reported that the mission is the
single organizational cultural attribute that affects performance. Despite the varied organizational cultural
dimensions in various research, the effect of organizational culture on performance is different regardless
of the dimensions (Berger et al., 2014; Indiya et al., 2018; Liu et al., 2021; Matké & Takacs, 2017). Similarly,
a mixed result was reported on the effect of culture on job satisfaction (Lund, 2003). The study conducted
by Chi et al. (2008) in Taiwan reported a significant effect of organizational culture and job satisfaction
on performance in the case of nonprofit making organizations. Moreover, the study revealed the mediat-
ing effect of job satisfaction on transformational leadership and organizational culture; and transforma-
tional leadership and performance. However, nonprofit organization do not measure their performance in
profit so further study considering performance from the BSC perspective is essential. In addition to the
use of different dimensions to measure organizational culture, Job satisfaction, and organizational perfor-
mance, prior studies seldom introduce mediating variables to examine whether they accelerate the effect
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of organizational culture on organizational performance (Aketch et al, 2017; Matk6é & Takdcs, 2017).
Essentially, while there is a significant amount of research exploring the connection between organiza-
tional culture and organizational performance, the role of job satisfaction as a mediator in this relation-
ship has not been thoroughly examined. Studies also examined the different dimensions of organizational
culture and how they affect organizational performance, finding that some dimensions are significant and
others are not (Aketch et al,, 2017; Liu et al, 2021; Lund, 2003; Nazir & Lone, 2008). This gap in the liter-
ature has practical implications for organizations because understanding specific dimensions of organiza-
tion and introducing job satisfaction as a mediating variable can help them develop strategies to enhance
job satisfaction and improve organizational performance. Therefore, further empirical evidence in the case
of profit-making organizations specifically in banks is necessary to confirm this relationship.

Consequently, this study aims to fill this gap and contribute by analyzing the relationship between
organizational culture and organizational performance when the two variables are mediated by job sat-
isfaction. The specific objectives addressed, following the overall objective, are:

«  To examine the effect of Organizational culture on organizational performance

«  To study the effect of job satisfaction on organizational performance.

- To investigate the extent to which job satisfaction affects the relationship between organizational
culture and organizational performance.

« To identify the overriding contributor of organizational performance from Denison’s organizational
culture dimensions

2. Review of literature
2.1. Organizational culture and its dimension

According to Robbins and Judge (2019), organizational culture has a common meaning, and there are
differing perspectives on the evolution and development of Organizational culture. Organizational cul-
ture can be created by anyone, whether it is an individual or a group, and it can come from the bottom
or top of the corporation (Denison & Neale, 1996). However, according to Kotter and Heskett (1992), the
creation of an organizational culture follows a sequential pattern that begins with top management. This
study seeks to measure the effect of organizational culture on bank performance, using job satisfaction
as a mediating factor, without considering the origin of organizational culture. Thus, the literature review
concentrates on the characteristics of organizational culture, rather than its history.

According to scholars, organizational culture is rarely measured or compared (Denison & Neale, 1996;
Hatch, 1993). Despite the limitations of examining deeper levels of culture, scholars have devised system-
atic methods of evaluating organizational culture (Denison et al., 2006). ‘Individualism/Collectivism,
Masculinity/Femininity, Long/Short Term Orientation, Indulgence/Restraint, and Power Distance’ are some
of the listed cultural dimensions (Hofstede, 2011). Nonetheless, some claimed that the number of dimen-
sions that are used to measure culture should be increased (Triandis, 2004), while others maintained that
it should be kept low for epistemological reasons (Hofstede, 2010). Furthermore, Denison (1990) devel-
oped a culture model based on 4 cultural traits: involvement, consistency, adaptability, and mission.
Denison et al. (2006) also used three component indexes, each with a five-point scale, to assess each of
these traits. Researchers wanted to investigate the relationship between organizational performance and
organizational culture using Denison’s model because it is a well-validated and business-friendly method
(Denison et al.,, 2006; Herzka & Turakova, 2010). Organization is an abstraction formed in an organiza-
tional situation understanding organizational culture and examining its effect on organizational perfor-
mance is of paramount importance (Schein, 2004). Given the present corporate landscape, organizational
leaders take organizational culture as a crucial element in their decision-making processes due to its
significant effect on performance (Indiya et al., 2018). As witnessed in the work of Purwanto (2023),
organizational culture is essential for employees to be innovative. In addition, Vargas-Halabi and
Yagle-Perales (2023) found the positive effect of some organizational culture dimensions on an organi-
zation’s innovative performance. According to the findings, mission and adaptability have positive and
significant effects on innovative performance while involvement has no effect at all. Despite the varied
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effects of different dimensions on performance, it is still commendable that the effect of aggregated
organizational culture is not yet well documented in the literature which attracted the attention of
researchers to examine further in the case of financial institutions.

2.2. Job satisfaction

George and Jones (2012) define Job satisfaction as ‘the combination of sentiments and beliefs that peo-
ple have regarding their current employment’ Job satisfaction is a multifaceted and complex concept
that explains different things to different people. Mullins (2005), for example, linked job satisfaction to a
personal sense of achievement. However, George and Jones (2012) contended that people can have
attitudes toward their jobs, such as ‘the type of work they do, their coworkers, supervisors, or subordi-
nates, and their pay rate’ The study conducted in Spain by Ruiz-Palomino et al. (2021) revealed that the
negative impact of unethical supervision is mediated by personal growth satisfaction.

Under the preceding assumption, Herzberg (1966) proposed that each employee has two sets of
demands or requirements: motivational and hygienic elements. According to the study, motivator needs
are tied to real work and how difficult it is, and they mostly consist of job autonomy and responsibility.
Psychological and physical working environments, on the other hand, are related to hygiene needs,
which essentially include physical working conditions, nature of supervision, quantity of remuneration,
and job security. According to this view, ‘satisfaction’ and ‘dissatisfaction’ are two distinct things that
employees may experience satisfaction and dissatisfaction at the same time. However, this theory argu-
ably fails to receive research support and the study at hand emphasized those ‘Hygiene’ factors if they
constitute a satisfaction element too (George & Jones, 2012).

Aside from defining job satisfaction, its measurement is one of the topics that require academics’
attention. Robbins and Judge (2019) proposed two techniques for measuring job happiness. The first is
the single global rating, in which employees are asked a single question to determine how satisfied they
are with their employment, with options ranging from highly satisfied to very dissatisfied. The second
method is the summation score method, which involves identifying key aspects of the job (known as job
facets) such as the nature of the work, supervision, pay, promotion opportunities, coworker relationships,
and so on, and rating these factors on a Likert scale of five from strongly disagree to strongly agree. By
summing the ratings, the overall job satisfaction score is calculated. The approach proposed by Robbins
and Judge (2019) is used for the current study.

2.3. Organizational performance

Performance measurement and analysis are critical for steering the company toward its strategic and
operational goals, and numerous methodologies are utilized to assess organizational performance.
According to Richard et al. (2009), corporate success is comprised of three aspects of company outcome:
financial performance, product market performance, and shareholder return. Additionally, Kaplan and
Norton (1992) developed the BSC as a tool for evaluating organizational performance, which balances
both financial (traditional) and operational data (customer satisfaction, internal business processes, orga-
nizational innovations, and improvement efforts).

Several measurements of organizational performance exist, however, Stakeholders regard organiza-
tional performance as a competition (Kaplan & Norton, 1992; Richard et al., 2009). According to Lee et al.
(2022), performance assesses the success and failure of all tasks, including productivity and profitability.
Although organizational performance has become the most important issue for all businesses, whether
for-profit or non-profit, understanding performance evaluation remains tough (Abu-Jarad et al., 2010).

The balanced scorecard (BSC) is a method that examines organizations from perspectives other than
solely financial metrics to provide a full picture of corporate performance. The BSC performance measure,
according to Kaplan (2009), maintains financial indicators as the ultimate end measure for firm success
while supplementing them with metrics from three additional perspectives (customer, internal process,
and learning and growth), and it is proposed as the drivers for building long-term shareholder value. As
a result, employing the BSC model of performance measurement is acceptable because it incorporates
all financial and non-financial variables.



4 A. ABAWA AND H. OBSE

2.4. Organizational culture and performance

Many studies have been undertaken to examine the relationship between organizational culture and
performance (Aketch et al, 2017; Berger et al, 2014; Indiya et al., 2018). As a result, the relationship
between Organizational culture and performance is pretty well understood. However, culture was not
considered in an aggregated way that it was treated in terms of involvement, adaptability, consistency,
and mission. For this reason, researchers preferred to examine the aggregated organizational culture
effect on performance using SEM. Consequently, the first research hypothesis, that read ‘Organizational
culture has a significant effect on organizational performance’ is formulated. Organizational culture is
presumed to have a positive and significant effect on organizational performance. Therefore, the first
hypothesis is;

H,: Organizational culture has a significant effect on organizational performance

Yet, the indirect effect of organizational culture on organizational performance through job satisfac-
tion is not extensively reported in the literature. Osman et al. (2023) studied the effect of clan, adhoc-
racy, and market culture on performance and found a significant positive correlation, but hierarchical
culture is claimed to have a negative relationship with performance. In their study conducted in China,
Zhao et al. (2018) discovered that Organizational culture promotion had a negative relationship with
business market value, a positive relationship with innovation output, and no significant relationship with
firm financial performance. This indicates that, when multiple elements are considered, organizational
culture has a mixed effect on organizational performance. Organizational culture, according to Park and
Doo (2020), has an indirect effect on job satisfaction and company commitment. Yet, its indirect effect
on organizational performance via job satisfaction is unknown. Using Denison’s organizational culture as
a model, Seidu et al. (2021) discovered the positive relationship between mission, involvement, and con-
sistency with hotel performance. However, the study reported an insignificant effect of adaptability on
the performance of the hotel. Another study discovered that engagement, adaptability, consistency, and
mission affect Ecuador’s service industry’s financial performance (Tulcanaza-Prieto et al, 2021).
Nonetheless, the study delimited the scope of performance only to non-financial performance. Nankya
(2023) found a positive relationship between organizational culture and performance. As seen by the
available literature, there is no agreement among researchers on the effect of cultural factors on perfor-
mance and the indirect effect of culture is not extensively researched.

2.4.1. Job satisfaction and performance

Job satisfaction reflects how employees feel about their workplace and the organization for which they
work. According to the study conducted by Onyebuchi et al. (2019), job satisfaction has a positive effect
on the performance of the company. Job satisfaction is seen to have a favourable effect on business
performance (Gholami, 2020; Nebojsa et al., 2018). Temory (2023) has also conducted a study on ‘the
Effects of Job Satisfaction on Performance among Academicians Using Herzberg's Theory’ and discovered
that extrinsic job qualities are extremely important for improving organizational performance. Taking this
empirical finding, researchers wanted to test if the result is similar to financial institutions as well.
Therefore, researchers formulated the second hypothesis as;

H,: Job satisfaction has a significant effect on organizational performance

2.4.2. Organizational culture and job satisfaction

The level of contentment that employees experience in their jobs is affected by numerous variables, one
of which is organizational culture. Lund (2003) claimed that job satisfaction levels varied across an orga-
nization’s cultural typology. Moreover, the study conducted by Nebojsa et al. (2018) revealed that the
level of job satisfaction experienced by employees is affected by the type of organizational culture pres-
ent, with significant and systematic variations observed across different cultural dimensions. This indi-
cates that organizational culture is indeed a contributing factor to job satisfaction. Therefore, researchers
hypothesized that regardless of the type of organizational culture and dimensions, Organizational culture
significantly affects job satisfaction. Thus, researchers formulated hypothesis three as;
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H,: Organizational culture has a significant effect on job satisfaction

2.4.3. Mediating effect of job satisfaction

Despite the availability of research that investigated the direct effect of culture on performance, its indi-
rect effect through job satisfaction was not extensively researched. A study by Omira (2015) examined
the extent to which job satisfaction affects the relationship between leadership style and organizational
performance. The study revealed that satisfaction is not a mediator in the relationship between leader-
ship style and performance. However, our exogenous variable is organizational culture and researchers
argue that job satisfaction could accelerate the positive effect of organizational culture on performance
that hints to managers to foster their organizations’ culture in a way that supports Job satisfaction.
Therefore, the fourth hypothesis is formulated;

H,: Job satisfaction significantly mediates the effect of organizational culture on organizational performance.

In summary, the literature review primarily concentrated on the effects of organizational culture on
performance, organizational culture on job satisfaction, and job satisfaction on company performance.
Yet, the review shows that there are numerous dimensions of company culture, and the effect differs
depending on the type of cultural dimensions. The review also shows that the mediating effect of
satisfaction between organizational culture and performance, which is the focus of this research, is not
well established. As shown in the conceptual framework, this study considered Herzberg's two-factor
theory because it examines the factors that have a direct relationship and effect on satisfaction. In
addition, Denison’s cultural model is included in this study since it creates a framework for an organi-
zational culture that is more applicable to commercial organizations. Furthermore, the BSC model is
taken into account in the study since it is a complete model of performance assessment that includes
both financial and non-financial metrics. Taking the three constructs, researchers developed a concep-
tual framework with distinct roles of variables as exogenous, mediating, and endogenous, as seen in
Figure 1.

3. Research methodology

Given the nature and purpose of the study, researchers used a quantitative research approach to
investigate the relationships between variables under examination. For this, the target sample frame is
employees of the Cooperative Bank of Ormia working at the head office. Because employees located

Figure 1. Conceptual model of research.
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in branches may not fully understand the questions related to dimensions of organizational culture,
BSC performance dimensions, and extrinsic and intrinsic dimensions of Job satisfaction, the sample
was drawn from the Head Office. Workers in the head office are believed to have a better knowledge
of their bank’s Organizational culture and performance than those who work downstream because the
head office is usually in charge of defining and shaping the bank’s culture and monitoring perfor-
mance. Moreover, respondents were working in the company for more than a year and no fresher is
included. According to data from the bank’s Human Capital Management Process Unit, the Head Office
has 480 permanent eligible workers as of December 31, 2021. Because the study population is known
and finite, researchers used Kothari's (2004) finite population sample size determination formula with
a confidence level of 95% (corresponding to a Z value of 1.96), an error term of 5%, and a standard
deviation of 0.5.

Necessary Sample Size (n) =

Where; N= Population Size SD = Standard Deviation of Population

e = Acceptable Margin of Error Z= Corresponding Z - value of Confidence Level

For the target population of 480, the minimum sample size is 214 calculated as follows.
(1.96)2%(480)(0.5)2

N le size (n)=
ecessary sample size (n) (480-1)(0.05)2+(1.96)2(0.5)2

* *
o 3.8416%480%0.25 5134~214,
(479%0.0025) +(3.8416*0.25)

After determining the sample size, researchers collected primary data from the target population
using simple random sampling. Items used to measure organizational culture were adapted from Denison
et al. (2006). These attributes were chosen as they are also tested and applied in the case of commercial
banks. Bramwel et al. (2023) conducted a study to examine the effect of Organizational culture on the
performance of commercial banks in Kenya using Denison’s cultural model that is still applicable in com-
mercial banks. Moreover, the Denison et al. (2006) model is recommended because it includes all of the
cultural characteristics that have the strongest link with company productivity. Items used to measure
Job satisfaction were adapted from Warr et al. (1979) and Herzberg (1966), and researchers adapted
items to measure organizational performance from a review of relevant literature, including Kaplan and
Norton (1992). Therefore, the measurement used to catch the value uses dimensions of a Balanced Score
Card (BSC) and comprises all four perspectives. Thus, the Kaplan and Norton BSC performance model is
chosen as it provides a balanced display between financial and nonfinancial data. Furthermore, because
job satisfaction is one of the most used conceptions, embracing the work of Warr et al. (1979) is note-
worthy. According to the two-factor approach, job satisfaction contains both the motivational job com-
ponent and the hygiene job element (Herzberg, 1966). Moreover, Halpern’s (1966) two dimensions (work
itself and potential for accomplishment) were used to measure employees’ job satisfaction. Nevertheless,
the current study focused on the extrinsic hygiene element, as suggested by George and Jones (2012),
to investigate job satisfaction. Kahneman and Deaton (2010) conducted a study and discovered that a
yearly income of USD 75,000 which is an extrinsic element can enhance job satisfaction demonstrating
the importance of hygiene factors. According to the researchers and opponents of the two-factor theory,
income, working circumstances, and relationships with superiors and subordinates are dimensions of job
satisfaction. In this study, researchers selected 67 items that fall under various measured variables of
organizational culture, job satisfaction, and organizational performance. To simplify the analysis, these
items were organized into respective dimensions such as involvement, consistency, adaptability, and mis-
sion (for organizational culture); customer perspective, internal business process, learning and growth,
and financial perspective (for organizational performance); and Physical working conditions, relationships
with coworkers, relationships with supervisors, and pay rate (for job satisfaction). Table 1 shows these
constructs and their respective measured variables, while the complete set of study items is appended
to the research.
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Table 1. Constructs and measured variables.

S. No Measured Variables Constructs Source

1 Consistency Corporate Culture Denison et al. (2006)

2 Involvement

3 Adaptability

4 Mission

1 Physical working condition Job Satisfaction Warr et al. (1979) and Herzberg (1966),
2 Relationship with coworkers

3 Relationship with supervisors

4 Rate of Pay

1 Customer Organizational Performance Kaplan and Norton (1992)
2 Learning and Growth

3 Internal Business

4 Finance

Source: Created by Authors.

Table 2. Items’ Scale for latent variables.

Items’ Scale for:

Likert Scale  Organizational Culture Job Satisfaction Organizational Performance
1 Strongly Disagree Not satisfied Very Little Extent

2 Disagree Somewhat satisfied Little Extent

3 Neutral Satisfied Some Extent

4 Agree Very satisfied Considerable Extent

5 Strongly Agree Extremely satisfied Very Good Extent

Source: Created by Authors.

For the instruments, dimensions that measure the respective latent variables are adopted from prior
studies and further validation is made. Moreover, one of the modifications done in this study is adjusting
the scale specific to each construct, as shown in Table 2.

Several efforts, including consultations with specialists, were made to verify the instrument’s validity,
and no measurement concerns were raised. In addition to experts in the area, 15 questionnaires were
distributed as a pilot test to ensure the instrument’s clarity and no issues with clarity were identified.
Despite the rule of thumb for a pilot sample size is at least 30, the instrument adapted is already vali-
dated and researchers preferred the pilot sample to be 15. According to Hertzog (2008) and Nieswiadomy
(2002) a pilot sample size of 10 could even be sufficient. To measure the instrument’s internal consis-
tency, Cronbach’s alpha test was employed. For this purpose, IBM SPSS and AMOS both versions 22 were
utilized.

4. Results and discussion

A total of 214 questionnaires were distributed to the target group using a questionnaire drop-and-collect
approach. From the distributed questionnaires, 204 were collected in good order and used for analysis.

4.1. Diagnosis test and model validity

To analyze the effect of independent variables on the dependent variable, Structural Equation Modeling
(SEM) has been applied (Hair et al, 2010; Kaplan, 2007; Kline, 2011). Before running SEM, however,
researchers did a common method bias test, outliers and influential test, multicollinearity test, and other
required tests. Because researchers collected data for both dependent and independent variables from
the same respondents at a time, a common method bias test using Harman’s single factor score method
was conducted. According to this method, common method bias does not affect the data when the total
variance for the single factor is less than 50% (Djajadikerta et al., 2015). For the data at hand, researchers
took all the items that measured latent variables and loaded them in a single factor. The result indicated
that only 28.796% of the variance could be explained. Therefore, no common method bias was observed.
To determine whether any influential outliers exist in the data, the researchers conducted a cook’s dis-
tance analysis with SPSS, and in no case, a cook’s distance of greater than one was observed (Walfish,
2006). Most of the cases were far less than a Cook’s distance of 0.05000, indicating the nonexistence of
influential outliers.



8 A. ABAWA AND H. OBSE

Moreover, the researchers observed convergent validity as evidenced by factor loading greater than
0.70 and Average Variance Extracted (AVE) greater than 0.50 for each dimension of latent variables. In
addition to the convergent validity, researchers also presented Composite Reliability (CR). For the
Confirmatory Factor Analysis (CFA), the convergent validity is satisfied with all AVE values greater than
0.50 and CR values greater than the AVE. For the SEM, the value of AVE should be greater than 0.50 (Hair
et al., 2010; Hair et al,, 2017). In addition, Syamsudin et al. (2022), presented their result using SEM anal-
ysis and agreed on the value of AVE to be greater than 0.50. For our data, the AVE values for job satis-
faction, organizational culture, and organizational performance are greater than 0.50 as shown in Table 3.

To guarantee the use of factor analysis in the SEM, researchers ran the BTS and KMO tests and the
results indicated data sufficiency. The KMO was 0.919, indicating that the sample size was adequate
when compared to the cutoff value proposed by Meyers et al. (2016). Moreover, researchers applied
Principal component analysis with a Varimax method of rotation (Armstrong & Soelberg, 1968). From the
EFA, researchers considered three components as they are already identified in the literature and demon-
strated in the conceptual framework. The AMOS Plugins for the model fit indicate that the model is
acceptable as per the suggestion of Tabachnick et al. (2013), Hair et al. (2010), and Gaskin and Lim
(2018). Thus, the AMOS Plugin result and respective thresholds of CMIN/DF, CFl, SRMR, RMSEA, Pclose,
RMR, IFl, and GFI scores are presented in Table 4. The (Standardized) Root Mean Square Residual (RMR/
SRMR) represents the square root of the difference between the residuals of the sample covariance
matrix and the hypothesized model.

The researchers also tested major assumptions like normality, Multicollinearity, Linearity, and others;
and the diagnosis result showed that none of the assumptions are violated. According to Hair et al.
(2012), multicollinearity is measured by the Variance Inflation Factor (VIF) with a VIF value of less than 4
to report no multicollinearity concern. As shown in Table 5, the VIF result is less than the threshold of 4
and there is no multicollinearity problem.

In the study, R represents the regression model’s predictive accuracy, which runs from 1.0 (perfect
prediction) to 0.0 (no prediction) (Kothari, 2004). Furthermore, R? shows the percentage of total variation
explained by the independent variables. Thus, the model summary indicates that the independent vari-
ables (organizational culture and job satisfaction) accounted for approximately 64% of the overall vari-
ance in the predicted variable (organizational performance).

Table 3. Factor Loading, AVE and CR.

Construct Items Factor Loading AVE CR
Organizational Culture Adaptability 0.845 0.532 0.819
Consistency 0.822
Involvement 0.805
Mission 0.749
Job Satisfaction Relationship with supervisor 0.819 .529 0.816
Relationships with coworkers 0.775
Rate of pay 0.762
Physical working condition 0.749
Organizational Performance Customer perspective 0.894 0.647 0.879
Internal Business process 0.885
Learning and growth 0.878
Financial Perspective 0.745

Source: Created by Authors.

Table 4. Model fit Measure.

Measure Estimate Threshold Interpretation
CMIN 113.791 -- --

DF 51 -- --
CMIN/DF 2.231 Between 1 and 3 Excellent
CFI 0.948 >0.95 Acceptable
SRMR 0.058 <0.08 Excellent
RMSEA 0.078 <0.06 Acceptable
PClose 0.010 >0.05 Acceptable
RMR 0.040 <0.080 Excellent
IFI 0.949 >0.90 Acceptable
GFI 0.909 >0.90 Acceptable

Source: Created by Authors.
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Table 5. Multicollinearity Test®.

Collinearity Statistics

Model Tolerance VIF
1 Involvement 0.533 1.876
Consistency 0.526 1.902
Adaptability 0.454 2.200
Mission 0.558 1.794
Rate of Pay 0.623 1.606
Physical working Condition 0.561 1.782
Relationship with Coworkers 0.497 2.014
Relation with supervisor 0.434 2.305

aDependent Variable: Organizational Performance.
Source: Created by Authors.

Table 6. Regression coefficients?.

Unstandardized Coefficients Standardized Coefficients
Model B Std. Error Beta t Sig
1 (Constant) 0.181 0.233 0.776 0.439
Involvement 0.318 0.068 0.275 4.700 0.000
Consistency 0.003 0.074 0.002 0.039 0.969
Adaptability 0.324 0.064 0.319 5.039 0.000
Mission 0.039 0.054 0.041 0.713 0.477
Rate of Pay 0.063 0.032 0.107 1.971 0.050
Physical working Condition 0.088 0.036 0.140 2.453 0.015
Relationship with Coworkers 0.030 0.036 0.050 0.821 0.412
Relation with supervisor 0.081 0.039 0.133 2.051 0.042

aDependent Variable: Organizational Performance.
Source: Created by Authors.

4.2. Direct effect analysis

The researchers employed multiple regression and SEM methods to examine the relationship between
independent and dependent variables. When a model contains a single dependent variable, regression
analysis is the most widely used method for answering prediction-related research questions (Kothari,
2004). In this study, researchers applied regression analysis to envisage the relationship between the
bank’s performance and all dimensions of the latent independent variables (four organizational culture
dimensions and four Job satisfaction aspects) and to see if these dimensions could predict the depen-
dent variable (Blumberg et al., 2014). To investigate the effect of these independent factors on perfor-
mance, researchers aggregated all the BSC perspectives used to designate organizational performance
and the Statistical Package for Social Science (SPSS) was employed.

As presented in Table 6, researchers ran a regression analysis for eight independent variables and
observed that the effects of five variables (involvement, adaptability, rate of pay, physical working con-
dition, and relationship with supervisors) on the dependent variable (organizational performance) are
significant. This concurs with part of the study by Seidu et al. (2021) and Tulcanaza-Prieto et al. (2021)
related to involvement. However, the effect of consistency, mission, and relationship with a coworker on
performance is not statistically significant and it partially endorses the finding that claimed insignificant
effect of adaptability (Seidu et al.,, 2021). Involvement is found to be a significant contributor to the
performance and it refutes the finding by Seidu et al. (2021) which invites further study. The findings
demonstrated that there is a mixed effect of cultural dimensions (swing between dimensions) and
job-related factors on performance, which calls for other researchers to conduct further studies in
the area.

Furthermore, the result suggests that these five factors (two from organizational culture and three
from job satisfaction) have a meaningful effect on how well an organization performs. If the company
creates an organizational culture that appreciates employees to actively involved in the organization’s
affairs, they develop a sense of ownership and help the organization to perform better. Besides, the
significant effect of adaptability on organizational performance shows that the tendency of organizations
to adapt to changing circumstances is essential for performance to be enhanced. Thus, organizations are
better in their adaptability and involvement dimensions. The implications of the significant positive
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Table 7. Direct and indirect effect analysis.

Standardized Estimate Unstandardized estimate SE. CR. P
Job Satisfaction <--- Organizational 0.799 1.187 0.161 7.390 0.001
Culture
Firm Performance <--- Organizational —-0.032 —0.055 0.217 —-0.252 0.801
Culture
Firm Performance <--- Job Satisfaction 0.905 1.037 0.184 5.629 0.001
Organizational Culture — Job Satisfaction — Performance 0.723 1.231 0.001

Source: Created by Authors.

effects of the rate of pay, physical working conditions, and relation with supervisor (they are all hygiene
factors) tell that hygiene factors are significant to improve the performance of organizations where man-
agers of the organization should work.

Using SEM, researchers examined the overall direct effect of the Organizational culture on job sat-
isfaction and the performance of the bank. As indicated in Table 7, the standardized coefficient of
organizational culture on job satisfaction is 0.799, indicating that organizational culture has a partial
effect on job satisfaction. The sign indicates that job satisfaction would be increased by 0.799 for every
unit increase in aggregated Organizational culture. Thus, the bank can work on its culture to satisfy its
employees. Furthermore, the partial effect of culture on performance (direct effect), while other path
factors remained constant, is represented by the coefficient of organizational culture on organizational
performance, which is -0.032. The direct effect of organizational culture on performance is insignifi-
cance and it agrees with the research conducted by Zhao et al. (2018). However, the finding refutes
Nankya's (2023) research that claimed a positive relationship between organizational culture and per-
formance. The finding implies that the bank is better off working on the indirect effect (through
increasing satisfaction) to enhance its performance as the direct effect of culture is not significant.
Likewise, the coefficient of job satisfaction on organizational performance is 0.905 indicating the par-
tial effect of satisfaction on performance, holding other path variables constant. The estimated positive
sign indicates that for every unit improvement in job satisfaction, performance would improve by
0.905. This finding is consistent with Onyebuchi et al. (2019), Gholami (2020), Nebojsa et al. (2018), and
Temory (2023).

Thus, the finding highlights the importance of creating a positive organizational culture that nurtures
job satisfaction as a means to enhance overall performance. Organizations that prioritize creating a cul-
ture that aligns with employees’ values, fosters a supportive and inclusive work environment, and pro-
motes job satisfaction are likely to reap the benefits of improved performance.

4.3. Mediation effect analysis

A given variable is considered to operate as a mediator if it alters the relationship between the exoge-
nous and endogenous variables (Baron & Kenny, 1986; Zhao et al., 2010). The relationship between orga-
nizational culture and organizational performance, mediated by job satisfaction, was explored in the
study, as demonstrated in Figure 2 and Table 7. To examine the effect, a confidence interval approach is
considered (Creedon & Hayes, 2015; Preacher & Hayes, 2004; Zhao et al., 2010).

To determine direct, indirect, and total effects, researchers produced a causal model as shown in
Figure 2. From the figure, the researcher calculated the indirect effect of organizational culture on orga-
nizational performance via job satisfaction (the path from organizational culture to organizational perfor-
mance through job satisfaction) 0.72 (0.8%0.9). The direct effect of organizational culture on organizational
performance is again -0.03 as shown in Figure 2. Taking the direct and indirect effects of organizational
culture, the total effect is 0.69; calculated by adding the direct and indirect effects (0.72+ -0.03). Though
it is insignificant, the result is absurd that the total effect is less than the indirect effect due to the exis-
tence of competing direct effects (Zhao et al.,, 2010). Therefore, the bank should not expect its organiza-
tional culture to bring performance improvement without satisfying employees. Organizational culture
can positively contribute to organizational performance only through employees’ job satisfaction.

In addition to the path analysis, researchers produced a table to discuss the mediating effect.
Using the two-sided bias-corrected bootstrap method, the standardized confidence interval ranged
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Figure 2. Causal Model.

Table 8. Summary of the hypotheses test.

S. No Research Hypothesis Tests used Test Statistics value
1 Hypothesis 1: Organizational culture has a significant effect on t-Test CR = -0.252
organizational performance P = 0.801
Rejected
2 Hypothesis 2: Job satisfaction has a significant effect on organizational  t-Test CR =5.629
performance P < 0.001
Accepted
3 Hypothesis 3: Organizational culture has a significant effect on job t-Test CR =739
satisfaction P < 0.001
Accepted
4 Hypothesis 4: Job satisfaction significantly mediates the effect of Percentile bootstrap confidence Lower value = 0.525
organizational culture on organizational performance interval Upper value = 1.00
P-value < 0.001
Accepted

Source: Created by Authors.

from 0.525 to 1.00. Moreover, the unstandardized lower and upper confidence interval for the indi-
rect effect are 0.872 and 1.753 respectively. The Organizational culture has a strong indirect effect
on performance, with a coefficient of 0.723. This means that a higher level of organizational culture
leads to a proportional increase in organizational performance by 0.723 standard deviations,
through an intervening variable. Because zero lies outside of the lower and upper intervals, the
mediated effect of job satisfaction on the relationship between Organizational culture and organi-
zational performance significantly deviates from zero. That is, job satisfaction significantly mediates
the relationship between organizational culture and organizational performance. In summary, the
significant mediating effect of job satisfaction underscores the importance of organizational culture
in shaping job satisfaction (indirect effect) and; consequently organizational performance. The
mediating effect of job satisfaction on the relationship between organizational culture and bank
performance is not well documented in prior literature and further research is required to triangu-
late the result.

Researchers also tested hypotheses formulated earlier based on the analysis made and the summary,
along with the test statistics, is presented in Table 8. The hypotheses test result revealed that the aggre-
gate of Denison’s organizational culture has no significant direct effect on the bank’s performance and
the effect is only indirect. If organizational culture is required to have a positive effect on organizational
performance, the bank is better off working on job satisfaction as the indirect effect of organizational
culture through job satisfaction is found to be meaningful.
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5. Conclusion and implications

Despite the usage of different dimensions for organizational culture, job satisfaction, and organizational
performance, prior studies do not introduce job satisfaction as a mediating variable to examine whether
it accelerates the effect of organizational culture on organizational performance. Thus, this study extends
the empirical finding that documents the mediating effect of job satisfaction which is missing in prior
studies. In addition, the regression analysis revealed that involvement and adaptability from organiza-
tional cultural dimensions are significant factors that influence the performance of organizations which
was reported in a mixed manner in the previous research. Besides, pay rate, physical working conditions,
and relationship with supervisors are essential factors that could indicate how extrinsic factors of a job
determine the performance of the organization. Accordingly, policymakers should work on establishing
good relationships between superiors and subordinates so that satisfied subordinates can positively con-
tribute to the performance of the organization.

The SEM result also revealed that the direct effect of organizational culture on performance is not
significant and that organizational culture has only an indirect effect on the performance of the
organization.

The practical implication of the finding is that the bank is better off working on the extrinsic job
satisfaction factors to enhance its performance. Thus, the finding highlights the importance of creating
a positive organizational culture that nurtures job satisfaction as a means to enhance organizational
performance. Organizations that prioritize creating a culture that aligns with employees’ values, fosters a
supportive and inclusive work environment, and promotes job satisfaction are likely to reap the benefits
of improved performance. The practical implication of the study is that organizational culture can accel-
erate organizational performance only through job satisfaction Therefore, Managers are suggested to
improve the Physical working conditions, smooth out relationships between workers and supervisors,
and negotiate the pay rate with employees so that their satisfied employees can enhance organizational
performance.

The theoretical contribution of the study is that: (a) This finding deepens our understanding of the
complex relationships between organizational culture, job satisfaction, and performance. It highlights
that the impact of organizational culture on performance is not direct but operates through the medi-
ating mechanism of job satisfaction. This underscores the intricate dynamics within organizations and
emphasizes the importance of considering indirect effects when analyzing organizational phenomena. (b)
The study adds nuance to our understanding of how organizational culture influences performance,
moving beyond simplistic direct effects models to incorporate the mediating role of job satisfaction. This
can lead to the development of more comprehensive theoretical models that better capture the multi-
faceted nature of organizational dynamics.

6. Limitations and recommendations for future research

Although the study has both theoretical and practical implications, its findings are limited to the specific
bank in the Ethiopian context where the research was conducted. To enhance the generalizability of the
results, future research should aim to replicate the study in different industries, organizational sizes, and
cultural settings. This would allow for a better understanding of the relationships between organizational
culture, job satisfaction, and organizational performance in a variety of contexts. Future researchers could
also investigate potential moderators that may affect the strength or direction of these relationships.
Moreover, future researchers could also examine if job satisfaction is preceded by personal growth satis-
faction that ultimately could enhance the job satisfaction of employees.

Likewise, comparative studies across different cultural contexts could provide valuable insights for
organizations operating in diverse cultural environments. By understanding how the mediating effect of
job satisfaction on the relationship between organizational culture and organizational performance varies
across cultures, organizations can better adapt their strategies to fit the unique cultural context in which
they operate. Overall, by addressing these limitations and pursuing these future research directions,
scholars can further advance their understanding of the complex interplay among organizational culture,
job satisfaction, and organizational performance in various contexts.
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