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Abstract

The improvement of the performance of savings and loan cooperatives in Indonesia is a challenge in the digital era. The purpose of
this research is to find how big the role of psychological climate is in mediating the relationship between leadership and organizational
commitment. This study hopes to confirm the influence of leadership and psychological climate on organizational commitment and
examines the psychological climate intervention (mediation) on the relationship between leadership and organizational commitment of
the cooperatives. The population of this research is all members of the cooperative in Bali. This study uses a saturated sampling method
to determine the sample. Data collection was carried out through questionnaires and data analysis using PLS. The results showed that in
the digital era, leadership has a positive effect on organizational commitment, psychological climate, and in the end, will provide positive
organizational commitment. Psychological Climate mediation answers the question that the impact of leadership and commitment will
continue to exist and perform in an era of disruption. Culture is important in an organization; some areas such as Bali have a thick local

culture. Perhaps future research should be improved on local culture and leadership transformation
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1. Introduction

Maintaining and increasing organizational
commitment is one method to improve organizational
performance for companies or cooperative (KSP), to stay
competitive and survive competition pressure (Roy et al.,
2020; Irefin & Mechanic, 2014; Riyanto et al., 2017).
Companies in various industries continue to innovate and
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commit to survive the pressures of competition including
financial institutions, both banks and non-bank financial
institutions (Paais & Pattiruhu, 2020; Le et al., 2020). KSP
is one of the non-bank financial institutions, which faces
obstacles in improving its performance (Kumaraswamy et
al., 2019). The Cooperative (KSP) in Bali in general is still
faced with organizational performance issues, as measured
by their level of health in the economy. KSP still faces a
large amount of Non-Performing Loans (NPL), limited
market coverage with limited use of information systems
and technology, cooperative members have not optimally
utilized KSP services, as well as obstacles from various
managerial aspects. All of these problems indicate that
KSP is still not effective and efficient in its operational
activities. Thus, the KSP must immediately improve
its performance so that they become more competitive
amid more open competition like this era of disruption
(Sapta et al., 2020). Leaders who are able to innovate in
an era of disruption transform into successful disruptive
digital leaders and such leaders are able to transform the
organization (Kumbure et al., 2020; Khan et al., 2020)
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Organizational commitment requires initiative. Cilek
(2019) contends that authority, particularly in the aspects
of encouragement, support, autonomy, and transformational
style will in general empower higher organizational
commitment. A few researchers clarify that leadership is
unequivocally identified with organizational commitment.
(Jiang et al., 2017; Apoi & Latip, 2019; Martono et al.,
2020). Al-Hussami et al. (2018), highlighted the influence
of leadership behavior, organizational commitment,
organizational support, and subjective career success
on the organizational readiness for change in healthcare
organizations. Organizational readiness for change could
occur in situations where nurses can exert extra efforts at
work because of leaders’ behaviors and the relationship
between nurses and the institution. Employee turnover will
be reduced by the leadership pattern. Employee’s perception
of leadership affects employees’ turnover intention (Jang &
Kandampully, 2018).

In line with research by Kim and Beehr (2020), Keskes
et al. (2018), and Eliyana and Ma’arif (2019), leader
empowering behavior is an important criterion for leadership
effectiveness. Leader empowering behavior, in the era of
disruption, was positively correlated with, leadership
effectiveness empowering leader behaviors. Malik et al.
(2017) stated that leadership does not make the organization
committed, rather, individual considerations also affect.
The transformational leadership style does not always
bring organizational commitment and is unable to reduce
employee turnover; this was revealed by several researchers
s (Harwiki, 2016; Afsar et al., 2020; Abouraia & Othman,
2017).

However, Qing et al., (2019) argued that leadership style
is not directly related to organizational commitment but
through mediation. Furthermore, it is said that the level of
commitment is not only influenced by a leader, but also by
the contribution of each member of the organization. The
results of previous research on the impact of leadership style
on organizational commitment (Qing et al., 2019; Hoa et
al., 2020) suggested that the role of mediating variables to
mediate a relationship is an interesting research problem.
In this case, the researchers propose psychological climate
as the mediating variable. The psychological climate is
defined as individual employees’ perceptions of their work
environment (Li et al., 2019), possibly contributing to
the organizational commitment that helps organizations
achieve their best performance (Khan et al., 2019; Angriani
et al., 2017). The psychological climate helps leaders
create a conducive atmosphere in the work environment.
Psychological climate investigation as a mediating variable
is closely related to previous research which was limited to
the role of psychological climate in mediating the impact of
leadership on organizational commitment.
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This research develops leadership indicators (Bass &
Avolio, 1994), namely inspirational and motivational, by
adopting Balinese local wisdom by Panca Satya. Panca
Satya is five loyalties as elements of truth that can provide
a balance of life. Panca Satya’s local wisdom is five things
that motivate leaders based on honesty and truth (Sapta et
al., 2020). This development is interesting because not many
previous studies have tried to adopt local wisdom as a measure
of construction (Supriyanto et al., 2020). Also, by including
Panca Satya (five loyal/honest behaviors) as an indicator of
leadership, there is the possibility of increasing the ability
of leaders in creating a conducive work climate thereby
increasing employee commitment. This study attempts
to explain the influence of leadership on organizational
commitment and the psychological climate and to verify the
role of the psychological climate in mediating the relationship
between leadership and organizational commitment.

2. Literature Review

2.1. Leadership

Leadership has been widely investigated (Qing
et al., 2019; Jiang et al., 2017; Apoi & Latip, 2019; Cilek,
2019). Ruslan et al. (2020) and Lee and Hidayat (2018),
generally state that leadership is the ability to influence
subordinates to cooperate and work productively to achieve
goals. Furthermore, Van Assen (2020) stated there are
four important implications in the definition of leadership
including leadership is a process, which means that in
achieving goals a gradual and continuous activity is carried
out, leadership is about the interaction between people, and
leadership is about achieving success. Cilek (2019) argued
that leadership, especially in the aspects of encouragement,
autonomy, and transformational style tends to encourage
higher organizational commitment. Leadership has a
relatively complex and fundamental dimension, which among
others will proceed to influence organizational commitment,
including all internal aspects such as the value of honesty
and integrity for all stakeholders in the organization (Cho
et al., 2020; Shinkevich et al., 2019).

In the leadership literature, several researchers have
developed, adopted, and modified the results of previous
studies. From a variety of measurements introduced
by previous researchers, this study adopted leadership
measurements that have been developed by Bass and Avolio
(1994), that is, leaders displaying behavior associated
with five transformational styles: (1) ideal behavior, (2)
motivational inspiration, (3) intellectual stimulants, (4)
individual considerations, (5) ideal attributes. However,
this study measures inspiration by adopting the concept
of inspiring Balinese cultural motivation, known as Panca
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Satya (Sapta et al., 2020). The concept of five Satya-based
leadership is similar to the theory of spiritual leadership
(Elsbach & Pieper, 2019) which shows the ability of leaders
to motivate themselves and others so that they become more
committed to the organization.

Good leaders that magnify and amplify employees do not
only increase their job performance and commitment within
an organization but also go beyond the job requirements,
thus increasing the organization’s general performance
and making it more profitable. Leadership strategy is
about empowering others to do their best and take on new
challenges. Great leaders empower their employees to grow
by giving them challenging opportunities and guiding them
as needed to create great accomplishments (Jurkiewicz et al.,
2019). A great leader is one who makes those around them
better. If team members have become disengaged or stagnant
in their work, it may be time to reassess and reform the
strategies to create positive results (Fry & Slocum Jr, 2008).

Malik et al. (2017) investigated the relationship between
employees’ organizational commitment dimensions and
leadership styles in Lithuanian manufacturing companies.
The findings of the study revealed a positive correlation
between a transformational leadership style and affective
and normative employee commitments. A laissez-faire
leadership style was found to be negatively associated
with employees’ affective commitment. In connection
with expanding the theory of transformational leadership
and adopting the theory of Spiritual leadership, Fry and
Slocum Jr (2008) developed Panca Satya (five loyal/honest
behaviors) based leadership indicators as one of the local
wisdoms of the Balinese people. Panca Satya (five loyal/
honest behaviors) places more emphasis on the ethics of
the leader in managing his organization. Panca Satya (five
loyal/honest behaviors) is the ethics of a person/leader
in each of his/her actions, preferably loyalty or truth that is
reflected friends or followers even though someone has got a
good position and never forgets his friends/followers

2.2. Psychological Climate

The psychological climate is an individual perception of
the organizational context, as such, is a subjective measure
that can differ between individuals as they perceive the
organizational context differently (Li et al., 2019). Khan et
al. (2019) and Kasayanond et al. (2019) depicted the work
environment in the organization can make employees love
their work wholeheartedly or it can create psychological
hindrances in their work. The psychological climate is
defined as the individual employee’s perception of the
psychological impact of the work environment on his or her
well-being. When employees in a particular work unit agree
on their perceptions of the impact of their work environment,
their shared perceptions can be aggregated to describe
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their organizational climate (Hoa et al., 2020). Employees’
collective appraisal of the psychological climate takes into
account many dimensions of the situation as well as the
psychological impact of the environment. For example, job-
specific characteristics such as role clarity, workload, and
other aspects unique to an individual’s specific job have a
psychological impact that can be agreed upon by employees
of the organization. Workgroup or team cooperation and
effectiveness, as well as leadership and organizational
support, are other dimensions of shared experience that
factor into psychological climate (Faradiba & Zet, 2020).
The psychological climate was estimated utilizing the
psychological climate measure revealed by Brown and Leigh
(1996). This scale involves six indicators of psychological
climate specifically, supportive management, role clarity,
contribution tow, recognition, self-expression (freedom
of expression), and challenge in the job, and included
21 things. Their study investigated the process by which
employee perceptions of the organizational environment
are related to job involvement, effort, and performance
(Jones & James, 1979; Joonlaoun, 2017). The researchers
developed an operational definition of psychological climate
that was based on how employees perceive aspects of the
organizational environment and interpret them concerning
their well-being. They theorized that when employees
perceive the organizational environment positively, they
will be more involved in their jobs and will exert more
effort, which leads to higher job performance. In contrast,
when employees perceive the organizational environment
negatively, they will be less involved and exert less effort,
resulting in decreased job performance (Muafi et al., 2020).

2.3. Organizational Commitment

Organizational commitment is defined as “apsychological
state that (a) characterizes the employees relationship with
the organization, and (b) has implications for the decision
to continue or discontinue membership in the organization
(Woznyj etal., 2019); (Suharto et al., 2020). Wang and Zhang
(2020) state that aspects of commitment are divided into three
forms, namely: (1) Affective commitment, an emotional
attachment of an employee to organizational values — how
much an employee likes the organization. It influences
personal characteristics, structural characteristics, and work
experiences. Organizational affective commitment is highly
significantly related to satisfaction among employees (2)
Continuance Commitment, relates to how much employees
feel the need to stay at their organization. In employees that
are continuance committed, the underlying reason for their
commitment lies in their need to stay with the organization.
Possible reasons for needing to stay with organizations vary,
but the main reasons relate to a lack of work alternatives
and remuneration, (3) Normative commitment relates to how
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much employees feel they should stay at their organization.
Employees that are normatively committed generally feel
that they should stay at their organizations. Normatively
committed employees to feel that leaving their organization
would have disastrous consequences, and feel a sense of
guilt about the possibility of leaving.

According to Qing et al. (2019), based on the opinions
of the experts regarding the definition of organizational
commitment, it comprises three components: (1) having
absolute belief in the values and objectives of the
organization, (2) making all efforts needed for the benefit
of the organization and (3) having a strong desire to
continue with that organization. Roy et al. (2020) suggested
applying components of organizational commitment to
developing a healthy organizational culture to achieve
organizational performance. Muhammad and Abdullah
(2016) stated that individual abilities such as commitment
and motivation contribute positively to organizational
performance. Likewise, Irefin and Mechanic (2014) found a
positive and significant relationship between organizational
commitment and organizational performance. Thus, it can
be stated that organizational commitment is a driver to
improve organizational performance. To quantify the three
elements of organizational commitment, 15 inquiry items
were embraced taken from Mowday et al. (1979), known as
Organizational Commitment Questionnaires (OCQ).

2.4. Research Hypothesis

Organizational commitment is an important factor
in improving organizational performance. To encourage
organizational commitment, researchers support, modify, and
actualize the leadership styles that can influence an increase in
the commitment of all individuals in the cooperatives (KSP).
Leadership is legitimately identified with organizational
commitment which will at last influence execution.
Research by Broccardo et al. (2019), Cho et al. (2019),
and Shinkevich et al. (2019) showed that there is a positive
relationship between leadership styles and organizational
commitment. Indeed, even Cilek (2019) contended contends
that leadership, particularly in the aspects of encouragement,
support, autonomy, and transformational style will in general
empower higher organizational commitment. In light of
these outcomes the following hypothesis is proposed:

HI: Leadership has a significant positive effect on
organizational commitment.

The psychological climate will be good if the leader
supports and facilitates the interests of the organization with
the interests of employees. Creating a positive psychological
climate for employees can serve as a strong buffer against
negative outside forces. This is so necessary for today’s
environment that can sometimes seem cold and simply
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focused on the bottom line. It also results in increased loyalty
to the leader which in return promotes retention (Mufioz,
2019). Relations between leadership styles, psychosocial
work environment, and a number of positive and negative
employee outcomes have been established in research (Abbatt
& Wang, 2020). It is of significance to examine the impacts
of leadership styles on an organization’s psychological
climate. Good management is essential for a good working
environment. A leader who lacks good leadership skills can
make the workplace unbearable (Gangai & Agrawal, 2019).
Ethical leadership is a unique style of leadership in which a
leader personally feels rewarding as well as the followers’
gratification. It creates a dynamic environment in which people
cooperate, motivate, and innovate, and brings material rewards
for themselves as well as for the organizational performance
(Nauman & Qamar, 2018). In light of this examination, the
next hypothesis is proposed

H2: Leadership has a significant positive effect on the
psychological climate.

The psychological climate is very dependent on the role
of leaders in creating a conducive atmosphere and facilitating
the interests of the organization and the interests of employees
to increase their commitment. Khan et al. (2019) suggested
that one factor that had an impact on commitment was the
psychological climate. The psychological climate refers to how
the organizational environment is perceived and interpreted by
employees (Konig et al., 2020). Propose that individuals assess
values related to their work cognitively (Kumbure et al., 2020).
Assessment is a reflection of the extent to which organizational
characteristics are important to the individual and his personal
and organizational well-being (James et al., 1990). Employees’
engagement in pro-environmental behaviors is crucial for
greening hotels and improving organizational performance.
Employees’ pro-environmental behavior motivations can be
explored from a positive externality/spillover perspective
because such voluntary behaviors benefit actors other than
the employees, namely, the organizations that employ them
and the surrounding natural environment. Accordingly,
compensation and internalization could motivate employees’
pro-environmental behaviors (Peng et al., 2020). Based on these
research findings, the third hypothesis is proposed

H3: The psychological climate has a significant positive
effect on organizational commitment.

Organizational commitment refers to employees’
psychological —attachment towards their organization.
(Broccardo et al., 2019; Cho et al., 2019; Lee & Hidayat, 2018;
Shinkevich et al., 2019; Adegbesan, 2013). Qing et al. (2019)
found that the leadership style is identified with organizational
commitment through mediation. Parker et al. (2003) in their
study, meta-analytic procedures were used to examine the
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relationships between individual-level (psychological) climate
perceptions and work outcomes such as employee attitudes,
psychological well-being, motivation, and performance.
Their meta-analytic findings indicated that psychological
climate, operationalized as individuals’ perceptions of their
work environment, does have significant relationships with
individuals’ work attitudes, motivation, and performance.
There exists a significant relationship between transformational
leadership and employee performance outcomes (Keskes
et al., 2018). However, the laissez-faire leadership style showed
anegative relationship with employee performance outcomes in
terms of effectiveness and employee satisfaction. They further
stated leadership positively affects the psychological climate, and
the psychological climate affects organizational commitment
positively (Jones & James, 1979). Lastly, the mediation test
found that the psychological climate partially mediates the
impact of leadership on organizational commitment. In view of
these examinations, the fourth hypothesis is proposed

HA4: The psychological climate mediates the influence of
leadership with organizational commitment.

3. Methodology

Our research design uses the positivist approach
(quantitative) that tests hypotheses with statistical
techniques. This research focuses on KSP in Bali. The
population of this study was all KSPs, numbering 108. We
chose our sample based on the saturated sampling method,
that is, all population units were sampled. Respondents are
managers, and employees. Employees must understand or
actively participate in KSP activities to become respondents.
Thus, the number of respondents was 216 people.

Leadership variables refer to Bass and Avolio (1994)
which are measured by five indicators, namely: ideal
behavior, Panca Satya (five loyal/honest behaviors)
inspiration motivations, intellectual stimulants, individual
considerations, and ideal attributes. The psychological
climate variable refers to Brown and Leigh (1996),
which is estimated by indicators, in particular: supportive
management, role clarity, contribution tow, recognition,
self-expression (freedom of expression), and challenge
in the job. In the meantime, the variable organizational
commitment refers to Mowday et al. (1979), known as
Organizational Commitment Questionnaires (OCQ), which
are estimated by three-pointers: affective commitment,
continuance commitment, and normative commitment. We
gather information through surveys that have been tried for
validity and reliability quality. Every variable comprises of
a few inquiry things estimated on a five-point Likert scale,
a type of psychometric response scale in which responders
specify their level of agreement to a statement typically in
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five points: (1) Strongly disagree; (2) Disagree; (3) Neither
agree nor disagree; (4) Agree; (5) Strongly agree. The survey
additionally gathered information on respondents’ attributes,
for example, sex, age, education, and work experience.
Finally, we analyze the data with Partial Least Square (PLS)
using the WarpPLS 6.0 application program.

4. Results and Discussion

As mentioned earlier, this study involved 216 respondents
consisting of managers and employees who were directly
involved in KSP operations. Descriptive data showed that
the majority of KSPs are managed by women (57.30%) and
those aged 29-35 years (54.20%), the age range considered
to be very productive. Furthermore, those with diploma level
education and with 6-10 years of work experience dominated
our respondents (69%).

4.1. The Evaluation of the Measurement Model
(Outer Model)

Theassessment ofthe estimation model intends to guarantee
the legitimacy of markers to speak to the factors. Specifically,
the assessment of the estimation model examinations the
accompanying perspectives: convergent validity, discriminant
validity, and composite reliability. Table 1 and Table 2 show
the results of the assessment of the external model.

Convergent validity refers to how closely the new scale
is related to other variables and other measures of the same
construct. While the construct must correlate with related
variables, it should not correlate with dissimilar, unrelated
ones. Therefore, the variance or convergence should be high
for the indicators of a construct. The average variance extracted
(AVE) is a measure of the amount of variance that is captured
by a construct in relation to the amount of variance due to
measurement error. To establish convergent validity, the outer/
factor loadings of the indicator, composite reliability (CR), and
the average variance extracted (AVE) have to be considered

Table 1 suggests that all indicators of each variable
have the outer loading value above 0, 70, implying that all
indicators are valid in measuring the latent variables (the
convergent validity requirements are met). Discriminant
Validity determines whether the variables in the model are
highly correlated among them or not. It compares the square
root of the AVE of a particular variable with the correlation
between that variable with other constructs. The value of the
square root of AVE should be higher than the correlation. The
discriminant validity also indicates that all variables have AVE
value above 0, 50, and the root value of AVE is greater than
the correlation coefficient between variables (Table 2). The
results imply the latent variables predict their indicators better
than the indicators of other latent variables. We then interpret
the result that the model exhibits good discriminant validity.
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Table 1: The Evaluation of the Measurement Model
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. . Outer Composite | Cronbach’s
Latent Variable Indicator Loading AVE VAVE Reliability Alpha
Leadership (X1) Ideal behavior (X1.1) 0.951
Panca Satya motivational
inspiration (X1.2) 0.965
Intellectual stimulants (X1.3) 0.893 0.898 0.947 0.964 0.943
Individual considerations (X1.4) 0.932
Ideal attributes (X1.5) 0.957
Psychological .
Climate (Y1) Supportive Management (Y1.1) 0.907
Role Clarity (Y1.2) 0.929
Contribution (Y1.3) 0.953 0.858 0.926 0.967 0.958
Recognition (Y1.4) 0.908
Self-Expression (Y1.5) 0.949
Challenge (X1.6) 0.936
Organizational . .
Commitment (Y2) Affective Commitment (Y2.1) 0.942
Continuance Commitment 0943 | 0872 | 0934 0.965 0.951
(Y2.2)
Normative Commitment (Y2.3) 0.959

Table 2: The Correlation Coefficient between Variable and the Root of AVE (VAVE )

e | Lesdorstip | Pgrogel | Qromizatons
Leadership 0.947 1.000
Psychological Climate 0.926 0.841 1.000
Organizational Commitment 0.934 0.786 0.842 1.000

Next, Table 1 also informs the construct reliability from
the Composite Reliability score and Cronbach’s Alpha score.
Cronbach’s alpha is a measure of internal consistency, that
is, how closely related a set of items are as a group. It is
considered to be a measure of scale reliability. Composite
reliability or construct reliability is a measure of internal
consistency in scale items, similar to Cronbachs alpha
Both scores have values above 0. 7 and meet the reliability
requirement. Thus, the indicators that measure the latent
variables are valid and reliable.

4.2. The Evaluation of the Structural Model or
Inner Model

Evaluate the feasibility model to get a complete
description of the feasibility model. The evaluation of the

structural model relies on the Q-Square Predictive Relevance
(Q?) that is measure by the coefficient of determinant value
(R?) of the dependent variables, namely the psychological
Climate (Ry1? and Organizational Commitment (Ry2?).

Another step of assessment in the structural model
analysisis R?, itisalso called the coefficient of determination
(Hair et al., 2013). The coefficient of determination is the
proportion of the variance in the dependent variable that
is predictable from the independent variable(s) (analyze
how differences in one variable can be explained by a
difference in a second variable). The Ryl1?has a value of
0.486 and Ry2? has a value of 0.505. This shows that 48.6%
and 50.5% of the variance in the dependent variables are
explained by the independent variables. Based on the
values, we can calculate the following Q-Square Predictive
Relevance (Q?) score.
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Table 3: Hypothesis Testing

The Relation between Path Sample Std.Dev t-Statistic | p-Values Explanation

Variables coefficients Mean

Leadership 0.233 0.222 0.102 2.280 0.001 Support

(X1)—Organizational

Commitment (Y2)

Leadership (X1)— 0.541 0.534 0.188 2.874 0.002 Support

Psychological Climate (Y1)

Psychological Climate (Y1) 0.422 0.433 0.159 2.652 0.004 Support

—Organizational Commitment

(Y2)

Test of the Role of Psychological Climate in mediating the effect:

Leadership 0.559 0.167 0.120 3.827 0.005 Support

(X1)—Organizational

Commitment (Y2)

Table 4: The Calculation of Variance Accounted For (VAF)

Explanation Result
Indirect Effect

Leadership (X1)— Psychological Climate (Y1) —Organizational Commitment (Y2) = 0,541 x 0,422 0.239
Direct Effect

Leadership (X1)—Organizational Commitment (Y2) 0.233
Total Effect = 0,239 + 0,233 0.472
VAF = Indirect Effect/Total Effect = 0,239/0,472 0.506

In the structural model, a Q? value larger than zero for a
certain variable indicates the PLS path model has predictive
relevance for that variable. Based on the calculation results
obtained Q2 = 0.746, therefore we can say that predictive
relevance is there. Also, it can be stated that 25.4% of the
variation in the value of the dependent latent variable is
explained by other factors not included in this study, so this
research model is very adequate to be taken to the level of
hypothesis testing.

4.3. Effect Size

Effect size is a statistical concept that measures the
strength of the relationship between two variables on a
numeric scale. The effect size (f*) of the coefficient of
determination (R?) was vital since it regulates the strength
of the change described by the independent variables. More
detailed information about the variation in the dependent
variable explained by a group of independent variables in a
structural equation system is known as the Cohen Effect Size
f. The effect size score can be classified into three categories,
namely week (0.02), moderate (0.15), and strong (0.35)

(Hair et al., 2013). Based on this category, we conclude that
the effect size of each study variable is quite strong because
the score of the effect size of leadership with organizational
commitment is 0.427, the effect size of leadership on
psychological climate is 0.473, and the psychological climate
has an effect size score of 0.464. The data analysis using
Warps 6.0 produces the results as displayed in the following
Table 3, Figure 2, and Table 4.

The path coefficient tells the significance of hypothesized
relations among the variables. The t-statistic is the ratio of
the departure of the estimated value of a parameter from
its hypothesized value to its standard error. The T-statistic
is used in a T-test to determine if we should support or
reject the null hypothesis. The p-value is the probability of
obtaining results at least as extreme as the observed results of
a statistical hypothesis test, assuming that the null hypothesis
is correct. A smaller p-value means that there is stronger
evidence in favor of the alternative hypothesis.

Table 3 shows that leadership has a positive impact on
organizational commitment in KSP in Bali, Indonesia as
demonstrated by the coefficient estimation of 0.233 and
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p-value = 0.001. The results suggest that leadership strongly
impacts organizational commitment. Hence hypothesis 1
(H1) is accepted. The results also show that leadership has a
positive impact on the psychological climate (hypothesis 2) as
demonstrated by the coefficient estimation of .541 and p-value
= 002. Hence, hypothesis 2 (H2) is accepted. The results
further show that the psychological climate has a positive
impact on organizational commitment as demonstrated by
the coefficient estimation of 0.422 and p-value 0.004. Hence,
hypothesis 3 (H3) is accepted. Finally, the results show the
impact of leadership on organizational commitment through
psychological climate (mediating variable) as demonstrated
by the coefficient estimation of 0.559, p-value < 0.05, and
t-test = 3.827 greater than the t-table value of 1.96. Hence
hypothesis 4 is accepted. Finally, it is important to find out
the strength of mediation. The strength of mediation is
computed via VAF, as suggested by Hair et al. (2013). The
results of the VAF estimation, as shown in Table 4, reveal that
the psychological climate somewhat mediates the effect of
leadership on organizational commitment.

5. Discussion

5.1. Effect of Leadership on Organizational
Commitment

From the results, we can see that the leadership variable
is demonstrated to have a positive and significant impact
on organizational commitment. This finding explains that
leaders who behave in an ideal manner, are motivated in
panca satya, (five loyal/honest behaviors: wacana = words,
hridaya = conscience, laksana = actions, mitra = friends,
samaya = promises) and mature considerations, then this
behavior triggers and enhances organizational commitment to
KSP in Bali. This finding is in accordance with Cilek (2019)
who expressed that leadership, particularly in the aspects of
encouragement, support, autonomy, and transformational style
will in general empower higher organizational commitment.
Muafi et al. (2020) demonstrated that the results of the meta-
investigation found a moderate degree of leadership impact
on organizational commitment. Broccardo et al. (2019), stated
that a leader’s ability to inspire and motivate employees is
based on trust. Employees who trust their business leaders feel
more committed to the company, feel the organization supports
them more, and feel that leaders fairly allocate resources, treat
others well, and follow procedures transparently.

5.2. Effects of Leadership on Psychological
Climate

Hypothesis testing shows that leadership has a significant
positive effect on the psychological climate. In other words,
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effective leadership will create a conducive psychological
climate in KSP in Bali. The results show that leadership
significantly supports and creates a conducive psychological
climate and increases organizational commitment of workers.
This finding is in accordance with Pérez-Vallejo & Fernandez-
Muiioz (2020) who analyzed the relationships between the
quality of leadership, achievement recognition, and teamwork
with the psychological climate and quality of life at work. The
results of this study suggested that teamwork exerts significantly
the expected mediating effect in the relationship between the
quality of leadership and the psychological climate. To sum up,
leadership quality, teamwork, and recognition of achievements
improve the perception of the organizational climate and quality
of life at work. Therefore, the organization must establish
leadership styles that allow it to achieve its objectives and
improve the quality of life of workers. Kumbure et al. (2020)
stated that the psychological climate has a mediating impact
between leadership styles and organization commitment. The
effect of leadership on organizational climate was examined
in the meta-analysis study. The analysis results showed that
leadership has a significant positive effect on psychological
climate (Mufioz, 2019).

5.3. Effects of Psychological Climate on
Organizational Commitment

Hypothesis testing shows that the psychological climate has
a significant positive outcome on organizational commitment.
This finding clarifies that the helpful psychological climate
of KSP increases organizational commitment. This result
shows that a helpful, agreeable, and psychological climate
will increase workers’ commitment to KSP in Bali, Indonesia.
The results of this study are supported by Parker et al. (2003)
who stated that a favorable psychological climate is one of the
factors which affect employee behavior, and organizational
climate and employee commitment are major factors to
organizational success. The results of their study stated that
organizational climate has a significant positive relationship
with employees’ organizational commitment. All climate
dimensions used in this study have a significant positive
relationship with organizational commitment. Similarly,
James et al. (1990) stated psychological climate i.e., trust,
autonomy, cohesion, pressure, support, recognition, fairness,
and innovation have a significant effect on the explanation of
variance of dimensions of organizational commitment.

5.4. The Role of Psychological Climate in
mediating the effect of Leadership on
Organizational Commitment

Hypothesis testing and VAF test (VAF estimation of 20
— 80) show psychological climate has a mediating effect on
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the impact of leadership on organizational impact. Thus, this
hypothesis results show that psychological climate mediates
the impact of leadership on organizational commitment to
KSP in Bali, Indonesia. The results indicated leadership,
particularly in the aspects of encouragement, support,
autonomy, and transformational style will empower higher
organizational commitment in KSP in Bali, Indonesia, the
psychological climate mediating the impact of leadership
on organizational impact. This finding is in accordance with
Angriani et al. (2017) and Parker et al. (2003), who stated
that the psychological climate has a varied relationship with
organizational commitment, including work fulfillment,
workplace inclusion, worker inspiration, and worker
execution. In light of the consequences of their exploration,
it shows that the psychological climate has a positive
mediating role in the relationship between leadership and
organizational commitment.

6. Conclusion and Suggestion

Our outcomes show that leadership has a significant
positive impact on organizational commitment and
psychological climate. Along these lines, this finding
clarifies that effective leadership will increase organizational
commitment and create a supportive psychological climate
for KSP in Bali. The psychological climate additionally has
a significant positive impact on organizational commitment,
demonstrating that a supportive psychological climate
will increase employees’ commitment to the organization.
Representatives’ impression of their work environment with
the board support, there is acknowledgment and difficulties
will make a favorable mental atmosphere that is valuable
for improving execution through authoritative duty. This
study additionally shows the role of psychological climate
as a mediator impacts the influence of leadership on
organizational commitment. This finding clarifies that the
psychological climate assumes a significant job in expanding
organizational commitment in KSP, Bali, Indonesia. Our
research informs future research about leadership, the
psychological climate, and organizational commitment,
especially those related to Panca Satya-based leadership as
a concept of Balinese local wisdom to measure leadership
in general. In the future, leaders need to pay more attention
to local culture to better explore organizational capabilities
through the ability and involvement of all components in the
company.

References

Afsar, B., Magsoom, A., Shahjehan, A., Afridi, S. A., Nawaz, A.,
& Fazliani, H. (2020). Responsible leadership and employee’s
pro-environmental behavior: The role of organizational
commitment, green shared vision, and internal environmental

1059

locus of control. Corporate Social Responsibility and
Environmental Management, 27(1), 297-312. https://doi.
org/10.1002/csr.1806

Al-Hussami, M., Hammad, S., & Alsoleihat, F. (2018). The
influence of leadership behavior, organizational commitment,
organizational support, subjective career success on
organizational readiness for change in healthcare organizations.
Leadership in Health Services,31(4), 354-370. https://doi.
org/10.1108/LHS-06-2017-0031

Abouraia, M. K., & Othman, S. M. (2017). Transformational
leadership, job satisfaction, organizational commitment,
and turnover intentions: The direct effects among bank
representatives. American Journal of Industrial and Business
Management,  7(4), 404-423.  https://doi.org/10.4236/
ajibm.2017.74029

Abbatt, J. P, & Wang, C. (2020). The atmospheric chemistry of
indoor environments. Environmental Science: Processes &
Impacts, 22(1), 25-48. https://doi.org/10.1039/c9em00386j

Angriani, M. R., Ariffin, Z., & Rahmawati, R. (2017). The influence
of psychological climate on the organizational commitment
through of job involvement: Study at University Foundation
Lecturer Achmad Yani (UVAYA) Banjarmasin. International
Journal of Business and Economic Affairs, 2(5), 288-296.
https://doi.org/10.24088/IJBEA-2017-25003

Apoi, A., & Latip, H. B. A. (2019). The impact of transformational
leadership on employee reactions towards individual work
performance: A conceptual paper. International Journal of
Academic Research in Business and Social Sciences, 9(8),
47-60. http://dx.doi.org/10.6007/ITJARBSS/v9-i8/6207

Adegbesan, S. O. (2013). Effect of principals’ leadership style on
teachers’ attitude to work in Ogun state secondary schools,
Nigeria. Turkish Online Journal of Distance Education, 14(1),
14-28. http://tojde.anadolu.edu.tr/

Bass, B. M., & Avolio, B. J. (1994). Improving organizational
effectiveness through transformational leadership. Thousand
Oaks, California: Sage Publication Inc.

Brown, S. P., & Leigh, T. W. (1996). A new look at psychological
climate and its relationship to job involvement, abort, and
performance. Journal of Applied Psychology, 81 (4), 358-368.
https://doi.org/10.1002/csr.1806

Broccardo, L., Culasso, F., & Mauro, S.G. (2019). Smart city
governance: exploring the institutional work of multiple
actors towards collaboration. International Journal of Public
Sector Management, 32(4), 367-387. https://doi.org/10.1108/
[JPSM-05-2018-0126

Cho, Y., Shin, M., Billing, T. K., & Bhagat, R. S. (2019).
Transformational leadership, transactional leadership, and
affective organizational commitment: A closer look at their
relationships in two distinct national contexts. Asian Business
& Management, 18(3), 187-210. https://doi.org/10.1057%2
Fs41291-019-00059-1

Cilek, A. (2019). The effect of leadership on organizational
commitment: A meta-analysis. Cypriot Journal of Educational



1 Gede Putu KAWIANA, Luh Komang Candra DEWI, Putu Sri HARTATI, Made SETINI, Daru ASIH /

1060

Sciences, 14(4), 554-564. https://doi.org/10.18844/cjes.

v11i4.4244

Elsbach, K. D., & Pieper, T. M. (2019). How psychological
needs motivate family firm identifications and identifiers:
A framework and future research agenda. Journal of Family
Business Strategy, 10(3), 100289. https://doi.org/10.1016/].
jbs.2019.100289

Eliyana, A., & Ma’arif, S. (2019). Job satisfaction and organizational
commitment affect transformational leadership in employee
performance. European Research on Management and
Business Economics, 25(3), 144-150. https://doi.org/10.1016/].
iedeen.2019.05.001

Faradiba, F., & Zet, L. (2020). The impact of climate factors,
disaster, and social community in rural development. The
Journal of Asian Finance, Economics, and Business, 7(9), 707-
717. https://doi.org/10.13106/jafeb.2020.vol7.n09.707

Fry, L. W., & Slocum Jr, J. W. (2008). Maximizing the triple bottom
line through spiritual leadership. Organizational Dynamics,
37(1), 86-96. https://doi.org/10.1016/j.0orgdyn.2007.11.004

Harwiki, W. (2016). The impact of servant leadership on organization
culture, organizational commitment, organizational citizenship
behavior (OCB), and employee performance in women
cooperatives. Procedia-Social and Behavioral Sciences,
219(1), 283-290. https://doi.org/10.1016/j.sbspro.2016.04.032

Gangai, K. N., & Agrawal, R. (2019). The linkage between
ethical leadership and employee engagement for managerial
performance: A critical review. BULMIM Journal of
Management and Research, 4(1), 11-21. https;//doi.
0rg/10.5958/2455-3298.2019.00003.5

Hair, J. F., Ringle, C. M., and Sarstedt, M. (2013). Partial least
squares structural equation modeling: Rigorous applications,
better results, and higher acceptance. Long Range Planning,
46(1-2), 1-12. https://doi.org/10.1016/j.1rp.2013.01.001

Irefin, P, & Mechanic, M. A. (2014). Effect of employee
commitment on organizational performance in Coca Cola
Nigeria Limited Maiduguri, Borno state. Journal of Humanities
and Social Science, 19(3), 33-41.

Jurkiewicz, C. L., & Giacalone, R. A. (2019). Spirituality and
the workplace. The Routledge International Handbook of
Spirituality in Society and the Professions, 259-265. https://doi.
org/10.4324/9781315445489-31

Irefin, P., & Mechanic, M. A. (2014). Effect of employee commitment
on organizational performance in Coca Cola Nigeria Limited,
Maiduguri, Borno state. Journal of Humanities and Social
Science, 19(3), 33-41. https://doi.org/10.9790/0837-19313341

Jang, J., & Kandampully, J. (2018). Reducing employee turnover
intention through servant leadership in the restaurant context:
A mediation study of affective organizational commitment.
International Journal of Hospitality & Tourism Administration,
19(2), 125-141. https://doi.org/10.1080/15256480.2017.13053
10

James, L. R., James, L. A., and Ashe, D. K. (1990). The meaning
of organizations: The role of cognition and values. In: B.

Journal of Asian Finance, Economics and Business Vol 8 No 1 (2021) 1051-1062

Schneider (Ed.), Organizational climate and culture (pp. 40-
84). San Francisco, CA: Jossey Bass.

Jiang, W., Zhao, X., & Ni, J. (2017). The impact of transformational
leadership on employee sustainable performance: The mediating
role of organizational citizenship behavior. Sustainability, 9(9),
1567. https://doi.org/10.3390/su9091567

Jones, A. P, & James, L. R. (1979). Psychological climate:
Dimensions and relationships of individual and aggregated work
environment perceptions. Organizational Behavior and Human
Performance, 23(2), 201-250. https://doi.org/10.1016/0030-
5073(79)90056-4

Joonlaoun, P. (2017). Remitting behaviors and intention to return
home of Thai migrant workers in Australia: A study of income,
employment, and legal satisfaction. Journal of Advances
in Humanities and Social Sciences, 3(1), 29-41. https:/
tafpublications.com/gip_content/paper/jahss-3.1.3.pdf

Hoa, N. D., Thanh, V. B., Mai, V. T., Tung, L. V., & Quyen, H.
V. T. (2020). Knowledge sharing influence on innovation: A
case of textile and garment enterprises in Vietnam. The Journal
of Asian Finance, Economics, and Business, 7(7), 555-563.
https://doi.org/10.13106/jafeb.2020.vol7.n07.555

Kasayanond, A., Umam, R., & Jermsittiparsert, K. (2019).
Environmental sustainability and its growth in Malaysia by
elaborating the green economy and environmental efficiency.
International Journal of Energy Economics and Policy, 9(5),
465. https://doi.org/10.32479/ijeep.8310

Khan, U., Zhang, Y., & Salik, M. (2020). The impact of information
technology on organizational performance: The mediating
effect of organizational learning. The Journal of Asian
Finance, Economics, and Business, 7(11), 987-998. https://doi.
org/10.13106/jafeb.2020.vol7.n011.987

Konig, J., Jager-Biela, D. J., & Glutsch, N. (2020). Adapting to
online teaching during COVID-19 school closure: Teacher
education and teacher competence effects among early career
teachers in Germany. European Journal of Teacher Education,
43(4), 608-622. https://doi.org/10.1080/02619768.2020.18096
50

Kumbure, M. M., Tarkiainen, A., Luukka, P., Stoklasa, J., &
Jantunen, A. (2020). The relation between managerial cognition
and industrial performance: An assessment with strategic
cognitive maps using fuzzy-set qualitative comparative
analysis. Journal of Business Research, 114, 160-172. https://
doi.org/10.1016/j.jbusres.2020.04.001

Kumaraswamy, A., Garud, R., & Ansari, S. (2018). Perspectives on
disruptive innovations. Journal of Management Studies, 55(7),
1025-1042. https://doi.org/10.1111/joms.12399

Khan, M. A. S., Ali, M., Usman, M., Saleem, S., & Jianguo, D.
(2019). Interrelationships between ethical leadership, green
psychological climate, and organizational environmental
citizenship behavior: The moderating role of gender.
Frontiers in Psychology, 10, 1977. https://doi.org/10.3389/
fpsyg.2019.01977/full



1 Gede Putu KAWIANA, Luh Komang Candra DEWI, Putu Sri HARTATI, Made SETINI, Daru ASIH /

Journal of Asian Finance, Economics and Business Vol 8 No 1 (2021) 1051-1062

Kim, M., & Beehr, T. A. (2020). Empowering leadership:
Leading people to be present through affective organizational
commitment?. The International Journal of Human Resource
Management, 31(16), 2017-2044. https://doi.org/10.1080/0958
5192.2018.1424017

Keskes, I., Sallan, J. M., Simo, P, & Fernandez, V. (2018).
Transformational leadership and organizational commitment:
Mediating role of leader-member exchange. Journal of
Management Development, 37(3), 271-284.  https://doi.
org/10.1108/JIMD-04-2017-0132

Le, Q. B., Nguyen, M. D., Bui, V. C., & Dang, T. M. H. (2020). The
determinants of management information systems effectiveness
in small-and medium-sized enterprises. Journal of Asian
Finance, Economics, and Business, 7(8), 567-576. https://doi.
org10.13106/jateb.2020.vol7.n08.567

Lee, C. W., & Hidayat, N. (2018). The influence of transformational
leadership and intrinsic motivation on employee performance.
Advances in Management and Applied Economics, 8(2), 1-12.
https://doi.org/10.3390/sul11061594

Li, J. J., Bonn, M. A., & Ye, B. H. (2019). Hotel employee’s
artificial intelligence and robotics awareness and its impact
on turnover intention: The moderating roles of perceived
organizational support and competitive psychological climate.
Tourism Management, 73, 172-181. https://doi.org/10.1016/j.
tourman.2019.02.006

Malik, W. U., Javed, M., & Hassan, S. T. (2017). Influence of
transformational leadership components on job satisfaction and
organizational commitment. Pakistan Journal of Commerce
and Social Sciences (PJCSS), 11(1), 147-166. https://doi.
org/10.2478/fman-2018-0018 237

Martono, S., Khoiruddin, M., Wijayanto, A., Ridloah, S., Wulansari,
N. A, & Udin, U. D. I. N. (2020). Increasing teamwork,
organizational commitment, and effectiveness through the
implementation of the collaborative resolution. The Journal
of Asian Finance, Economics, and Business, 7(6), 427-437.
https://doi.org/10.13106/jafeb.2020.vol7.n06.427

Mowday, R. T. (1979). Leader characteristics, self-confidence,
and methods of upward influence in organizational decision
situations. Academy of Management Journal, 22(4), 709-725.
https://doi.org/10.5465/255810

Muhammad, 1. G., & Abdullah, H. H. (2016). Assessment
of organizational performance: Linking the motivational
antecedents of empowerment, compensation, and organizational
commitment. International Review of Management and
Marketing, 6(4), 974-983. https://www.econjournals.com/
index.php/irmm/article/view/2732/pdf

Muioz, J. A. (2019). Leadership in corrections: An examination
of leadership in California Prisons. Doctoral dissertation,
Brandman University. https://digitalcommons.brandman.edu/
edd_dissertations/252/

Muafi, M., Siswanti, Y., Diharto, A. K., & Salsabila, 1. (2020).
Innovation culture and process in mediating human capital

1061

supply chain on firm performance. The Journal of Asian
Finance, Economics, and Business, 7(9), 593-602. https://doi.
org/10.13106/jafeb.2020.vol7.109.593

Nauman, R., & Qamar, A. (2018). The impact of ethical leadership
on employee productivity. Journal of Management and Human
Resource, 1, 66-84. http://jmhr.kasbit.edu.pk/Current%20Issue/
JMHRPaper66-84.pdf

Paais, M., Pattiruhu, J. R. (2020). Effect of motivation, leadership,
and organizational culture on satisfaction and employee
performance. Journal of Asian Finance, Economics, and
Business, 7(8), 577-588. https://doi.org/10.13106/jafeb.2020.
vol7.n08.577

Parker, C. P, Baltes, B. B, Young, S. A., Hu, J. W., Altmann, R. A.,
Lacost, H. A., & Roberts, J. E. (2003). Relationships between
psychological climate perceptions and work outcomes: A meta-
analytic review. Journal of Organizational Behavior, 24 (4),
389-416. https://doi.org/10.1002/job.198

Pérez-Vallejo, C., & Fernandez-Muiloz, J. J. (2020). Quality of
leadership and organizational climate in a sample of Spanish
workers: The moderation and mediation effect of recognition
and teamwork. [International Journal of Environmental
Research and Public Health, 17(1), 32. https://doi.org/10.3390/
ijerph17010032

Peng, X., Lee, S., & Lu, Z. (2020). Employees’ perceived
job performance, organizational identification, and pro-
environmental behaviors in the hotel industry. International
Journal of Hospitality Management, 90, 102632. https://doi.
org/10.1016/4.ijhm.2020.102632

Qing, M., Asif, M., Hussain, A., & Jameel, A. (2019). Exploring
the impact of ethical leadership on job satisfaction and
organizational commitment in public sector organizations:
The mediating role of psychological empowerment. Review of
Managerial Science, 14, 1405-1432. https://doi.org/10.1007/
s11846-019-00340-9

Roy, T., Das, N., & Majumdar, S. (2020). Pesticide tolerant
rhizobacteria: Paradigm of disease management and plant
growth promotion. In: A. Varma, S. Tripathi, & R. Prasad
(Eds), Plant-microbe symbiosis (pp. 221-239). Cham: Springer.
https;//doi.org/10.1007/978-3-030-36248-5 12

Riyanto, S., Yanti, R. R., & Ali, H. (2017). The effect of training
and organizational commitment on the performance of
State University of Jakarta Student Cooperative (KOPMA
UNJ) Management. Education Science, 3(1), 2. https://doi.
org/10.21276/sjhss

Ruslan, R., Lian, B., & Fitria, H. (2020). The influence of the
principal’s situational leadership and teacher’s professionalism
on the teacher’s performance. International Journal of
Progressive Sciences and Technologies, 20(1), 135-143. http://
ijpsat.ijsht-journals.org/

Sapta, 1. K. S., Landra, N., Supartha, I. W. G., Asih, D., & Setini,
M. (2020). Public health welfare in digital-based resources
transformation from social capital and information sharing:
Creative industries from the village. Systematic Reviews



1 Gede Putu KAWIANA, Luh Komang Candra DEWI, Putu Sri HARTATI, Made SETINI, Daru ASIH /

1062

in  Pharmacy, 688-696. https://doi.org/10.31838/

srp.2020.6.102

Shinkevich, A. 1., Kudryavtseva, S. S., Shinkevich, M. V.,
Salimianova, 1. G., & Ishmuradova, 1. I. (2019). Improving
the efficiency of the production process organization in
the resource-saving system of petrochemical enterprises.
International Journal of Energy Economics and Policy, 9(4),
233. https://doi.org/10.32479/ijeep.7966

Suharto, R. B., Abidin, Z. Z., Mintarti, S. S., Kasuma, J., Paminto,
A. A., & Hidayati, T. T. (2020). The Significance of Job
Satisfaction as A Mediation Variable to Performance at
Officers in The Departement of Education and Culture of East
Kalimantan Province. Journal of Critical Reviews, 7(12), 1200-
1203. doi: 10.31838/jcr.07.12.209

Supriyanto, A. S., Sujianto, A. E., & Ekowati, V. M. (2020).
Factors affecting innovative work behavior: Mediating role
of knowledge sharing and job crafting. The Journal of Asian

11(6),

Journal of Asian Finance, Economics and Business Vol 8 No 1 (2021) 1051-1062

Finance, Economics, and Business, 7(11), 999-1007. https://
doi.org/10.13106/jafeb.2020.vol7.n011.999

Tenner, R. & Detoro, J. (1993). Total quality management. USA:
Addison-Wesley Publishing Company.

Van Assen, M. F. (2020). Empowering leadership and contextual
ambidexterity: The mediating role of committed leadership
for continuous improvement. European Management Journal,
38(3), 435-449. https://doi.org/10.1016/j.em;j.2019.12.002

Wang, C., & Zhang, X. E. (2020). Binary effects of exploratory
and exploitative learning on opportunity identification: The
different moderations of environmental munificence and
entrepreneurial commitment. Asian Business & Management,
1-28. https://doi.org/10.1057/s41291-020-00136-w

Woznyj, H. M., Heggestad, E. D., Kennerly, S., & Yap, T. L.
(2019). Climate and organizational performance in long-term
care facilities: The role of affective commitment. Journal of
Occupational and Organizational Psychology, 92(1), 122-143.
https://doi.org/10.1111/joop.12235



