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ABSTRACT
Tremendous change in environment during the Corona virus pandemic has put organizational agility as one of the most important
discussion topics among scholars in the world. Small and Medium-sized Enterprises (SMEs) with limited resources, need to have strong
agility to thrive in today’s increasingly competitive market. It is, therefore, crucial to study the factors that may affect organizational
agility. This study aims to examine the effects of entrepreneurial leadership on organizational agility through organizational learning in the
perspective of organizational behavior. There was a scarcity of evidence on which entrepreneurial leadership could significantly influence
organizational agility through organizational learning. The respondents are 200 employees who work at SMEs within the Small Industrial
Village which is called Perkampungan Industri Kecil (PIK) in East Jakarta, Indonesia. Data were obtained through the survey method and
quantitatively analyzed using SEM — LISREL 8.8. The results indicated that each entrepreneurial leadership and organizational learning
has significantly affected organizational agility, and entrepreneurial leadership has significantly affected organizational learning. This
study also found that organizational learning partially mediates the relationship between entrepreneurial leadership and organizational
agility. These results provide recommendations for SMEs entrepreneurs to promote organizational learning in order to enhance the effect

of entrepreneurial leadership to increase organizational agility.
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1. BACKGROUND

In today’s age of instability and ambiguity, changes
occur in a disruptive and pervasive manner all over the
world. Numerous changes take place in various forms
of economic insecurity, volatile environment, changing
market needs and tastes, the emergence of new technology
and trends, as well as the advent of opportunities and
unexpected obstacles (Steinberg, 2015). Those phenomena
become much more dramatic because of the emergence
of corona virus diseases 19 (COVID-19) which has been
pandemically spreading in the society. It has not only
affected global health but also caused economic slowdown
(Ozili, 2020). Many businesses, including SMEs, suffered
greatly during the recession. In Indonesia, for example,
SMEs’ sales revenue has fallen by 30% to 35% (Gorbiano
& Iswara, 2020). This condition makes it difficult to scale
up their market and, in some cases, many SMEs struggle
to survive.

Most problems faced by Indonesian SMEs’ lie on the
organizational knowledge, entrepreneurial and leadership
skills (Irawan, 2020; Wilantara & Susilawati, 2016). This
condition is aggravated by the culture existing within the
company where employees lack the awareness to develop
their self-competence. It is shown in the workplace
environment and culture, in which employees only follow
a fixed output goal, trapped in a work routine schedule,
and have little chances to learn and improve their expertise
and skills. As a result, many SMEs have unskilled human
resources with inadequate technological capabilities, weak
entrepreneurial knowledge, and insufficient leadership
skills (Khalid et al., 2020). These circumstances have
put them at a competitive disadvantage (Yoshino &
Taghizadeh Hesary, 2016).

In order to thrive, SMEs need to have strong
agility as a key weapon against larger and more powerful

competitors (Triaa et al., 2016). However, developing
organizational agility necessarily requires a complex
strategy that is influenced by a variety of factors. Leadership
and organizational learning among others, are considered
as critical variables of organizational agility (Akkaya &
Celal, 2020; Melian-Alzola et al., 2020; Menon & Suresh,
2020; Molodchik & Jordan, 2016)one for adults, one
paediatric and one neonatal. The unit of analysis was ICUs
personnel (324 individuals: 14.5%, 48.8% and 36.7%
from the categories of doctors, nurses and nurses’ aides,
respectively. A number of researchers have attempted to
explore the association between organizational learning,
leadership and organizational agility, but the majority
of them were conducted in large institutions such as
colleges, banks, hospitals, and other large corporations.
There were relatively few studies addressed the effect of
entrepreneurial leadership on organizational agility. To
the utmost extent of the authors’ insight, there is yet to be
a research that investigates how organizational learning
mediates the effects of entrepreneurial leadership on
organizational agility in SMEs framework. Hence, this
research attempts to fill the gaps of previous studies and is
worthy of scholarly review.

Entrepreneurial Leadership (EL) and Organizational
Agility (0A)

OA is a necessity for all companies around the
globe in order to survive and stay relevant with today’s
hyper-competitive business environment (Anca-Loana,
2019; Wageeh, 2016). Although it is commonly debated
in the literature, no single accurate concept of OA has
been developed. Different authors and researchers have
defined it from different points of views. OA refers to
organization’s capacity to rapidly recognize and capitalize
on new market opportunities (Holotiuk et al., 2018; Setili,

DOI: 10.33068/iccd.Vol3.1ss1.328
Examining the Effect Of Entrepreneurial Leadership on Organizational Agility Through Organizational Learning in Indonesian SMES



Volume 3, No. 1, Oktober 2021 157

2014), the ability to adapt to changes in markets and the
environment in a productive and cost-effective way (North
& Varvakis, 2016), the capacity of employees to improve
the survival and growth the business environment (Saha et
al., 2017). In this study, the authors define OA as the ability
of the employees to adapt and respond to changes quickly
and effectively in order to achieve competitive advantage.
The success of developing OA very much relies
on the leadership. Effective leadership is regarded as a
key element in creating OA (Gagel, 2018; E. G. K. and
Prange, 2018). Effective leadership influences and directs
the employees’ behavior (Colquitt et al., 2017) towards
the advancement of OA. In today’s volatile market
environment, effective leaders are required not only able
to lead, but must also be a contributor and facilitator as
an entrepreneur (Zainol et al., 2018). The idea of EL is
becoming increasingly relevant as organizations need
to be more entrepreneurial in order to improve their
efficiency and potential for adaptation and long-term
sustainability (Esmer & Dayi, 2018; Renko, 2018). EL is
the most effective leadership style in improving innovation
and opportunity recognition(Garcia-Vidal et al., 2019;
Raeymacekers, 2010). EL promotes and allows companies
to embrace processes that strengthen the culture of
corporate innovation by identifying and capitalizing on
opportunities to enhance organizational success, address
challenges creatively, and successfully and efficiently use
the organization’s resources (Sawaean & Ali, 2020).
Although the relationship between EL and OA has
not been extensively reviewed, some researchers have
underlined the impact of leadership style in improving
OA (Gagel, 2017; Lootah et al., 2020; Melian-Alzola et
al., 202.0) It is then assumed that EL can also affect OA in
SMEs. Therefore, H1: EL has positive effect on OA.

Organizational Learning (OL) and Organizational
Agility (OA)

To create agile organizations, management must
be aware that what should be agile is its employees, not
the organization itself (Wendler, 2016)an organization
does not only comprise development teams, and research
often lacks an organizational perspective on agility.
Presently, we have no consensus about what constitutes
an \” agile organization \”” . Hence, in this study, I identify
the structure behind the concept of organizational agility
using an exploratory research approach. I conducted a
survey among organizations in the software and IT service
industry and performed an, exploratory factor analysis and
a cluster analysis (based on the variables. For that reason,
efforts to be agile should be more emphasis on developing
the employees capacity, knowledge and skill (Muduli,
2016). For that reason, organizations must accommodate
OL that occurs not only on an individual but also on an
organizational level (Matthews et al, 2017)leading to
sustained improvements over time in the context of small-
and medium-sized enterprises (SMEs.

OL is very crucial for any organizations in order to
adapt and thrive in this changing and challenging business
environment and it is a core element of OA (Menon &
Suresh, 2020). Numerous concepts of OL have been
established by different scholars. Itis described as a process
that develops new ways in which the organization sees or
understands things (Chiva ef al., 2014)[, the creation of
observations, information, and interactions between past
actions and the efficacy of future actions (Tatachari et al.,
2014), and is characterized as a transition that happens
in the organization as it gains experience (Annosi ef al.,
2020). In this study the authors define OL as a process of
developing the knowledge and skill in organizations. It
involves the process of knowledge acquisition, knowledge
distribution, knowledge interpretation, and storage for
future use in organizational memory [(Kasemsap, 2015;
Schermerhorn, Jr. et al., 2010).

The role of OL is very crucial when organizations
have to cope with unpredictable and confusing market
conditions (Raeisi & Amirnejad, 2017). Noruzy et al.
clarify that OL will enable organizations to overcome
today’s challenges (Do & Mai, 2020). It was described
that effective OL could allow organizational participants
to learn exactly what is required in order to collaborate
and adjust their practice to the demands of achieving
organizational goals and objectives (Langer, 2018). Several
studies have proved that OL could significantly improve
OA(Bahrami et al, 2016; Mashkani & Khodadadi,
2016)absorbing, retaining, transferring, and application
of knowledge within an organization. This article aims
to examine the mediating role of organizational learning
in the relationship of organizational intelligence and
organizational agility. Methods This analytical and cross-
sectional study was conducted in 2015 at four teaching
hospitals of Yazd city, Iran. A total of 370 administrative
and medical staff contributed to the study. We used
stratified-random method for sampling. Required data
were gathered using three valid questionnaires including
Alberkht (2003. It is assumed that OA could be developed
by improving OL in Indonesian SMEs. Hence, the authors
state the following hypothesis:

H2: OL has positive effects on OA.

Entrepreneurial Leadership (EL) and Organizational
Learning (OL)

OL will be effectively developed if the employees
have strong motivation to learn things that are relevant
to the organizational needs (Griffin & Moorhead, 2014).
Leaders should encourage and inspire the employees to
learn constantly so that the anticipated capacity to develop
OA can be fulfilled. Some scholars have highlighted the
role of leadership on OL. A study in the health care sectors
of Ardabil Social Security Organizations in Iran indicated
that leadership styles and OL have strong correlations
(Golmoradi & Ardabili, 2016). A study in some enterprises
in the UK (Megheirkouni, 2017) and in Taiwan (Liao et
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al.,, 2017) proved that transformational leadership has
effect on OL. Based on the aforementioned studies, it is
assumed that EL will also affect OL at Indonesian SMEs.
Therefore, the authors state the following hypothesis:

H3: EL has positive effects on OL

Organizational Learning (OL), Entrepreneurial
Leadership (EL) and Organizational Agility (OA)

A number of researchers have indicated that
leadership has positive effects on OA (Gagel, 2017; Raeisi
& Amirnejad, 2017) and OL (Golmoradi & Ardabili,
2016; Liao et al., 2017; Megheirkouni, 2017)the purpose
of this paper is to propose a conceptual framework and
the theoretical model in order to examine the influence
of leadership, organizational learning (OL, OL also has
positive effects on OA (Bahrami et al., 2016; Muduli,
2017)absorbing, retaining, transferring, and application
of knowledge within an organization. This article aims
to examine the mediating role of organizational learning
in the relationship of organizational intelligence and
organizational agility. Methods This analytical and cross-
sectional study was conducted in 2015 at four teaching
hospitals of Yazd city, Iran. A total of 370 administrative
and medical staff contributed to the study. We used
stratified-random method for sampling. Required data
were gathered using three valid questionnaires including
Alberkht (2003. Based on the logic of syllogism, it is
assumed that OL has mediation role in the relationship
between EL and OA. Hence the authors develop the
following hypothesis:

H4: EL has positive effects on OA mediated by OL.

2. METHODS

This study examines the effect of EL and OL on
OA, the direct effect of EL on OL and the mediating
effects of OL in the relationship between EL and OA.
The measurements of each variable were adapted from
relevant researches and literatures. OA is measured using
5 indicators consisting of anticipatory behavior (ANTI),
responsive behavior (RESP), adaptive behavior (ADAP),
creativity (CREA), and resilience (RES) (Braunetal.,2017;
Sharifi & Zang, 2001; Sherehiy & Karwowski, 2014; Triaa
etal., 2016). EL is measured using 4 indicators consisting
of proactiveness (PRO), innovativeness (INO), risk-taking
(RISK), and decision making (DEC) which were adapted
from the previous studies. The measurement of OL using
4 indicators adapted from Huber (Schermerhom et al.,
2010) which consist of knowledge acquisition (ACQ),
knowledge distribution (DIS), knowledge interpretation
(INTR) and organizational memory (MEMO).

The sample size determination in this study refers
to the Hair’s 10 times rule (Hair ef al., 2014). A total of
200 questionnaires were selected which is an adequate
number for SEM analysis (Kline, 2016)R. B. (2016. The
respondents are employees who work in the clothing
industrial sector at the Small Industrial Village in East

Jakarta, Indonesia. The data were collected through a
simple random sampling method.

The construct validity test, which was measured
using Confirmatory Factor Analysis, was used to validate
the data (CFA). To test the multiple relationships between
the variables and mediating effect, standardized path
coefficient estimates were examined with the critical ratio
of tvalue of each path in which the ttable is 1.65. To test the
hypothesis of indirect effect, the Sobel test is used (Hayes,
2018).

3. RESULTS AND DISCUSSION
Results

Based on confirmatory factor analysis (CFA) after
modifications the value of standardized loading factor
(SLF) for each instrument ranges between 0.63 and 0.91
and the value of tvalue ranges between 5.63 and 16.93.
These values mean that all instruments are valid with
loading factors > 0.5, and a tvalue > 1.65. The value of CR
> (.7, AVE > 0.5 and Cronbach Alpha > 0.7 indicate that
all instruments are reliable (Hair et al., 2014). The result
of CFA (LF) and Construct Reliability (CR), Variance
Extracted (VE) and Cronbach Alpha (CA) tests shown in
Table 1 indicated that all items are valid and reliable.

Table 1. The Results of Validity and Reliability Test

Variable Valid items CR AVE cA4
OA 16 0.97 0.70 0.97
EL 15 0.97 0.73 0.97
OL 15 0.96 0.62 0.96

Source: Output of Lisrel 8.8
The result of fit test is shown in table 2.

Table 2. The Result of Fit Test

GOFI Value Decision
RMSEA 0.05 Good Fit
GFI 0.81 Good Fit
NFI 0.97 Good Fit
CFI 0.99 Good Fit
IFI 0.99 Good Fit
RFI 0.97 Good Fit
SRMR 0.03 Good Fit

Thus, it can be confirmed that the model has met the
standard of goodness of fit. The overall structural model
path diagram between the latent variables, standardized
solution and t are shown in Figure 1.

Figure 1. The Structural Equation Model of the Research
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The summary of hypothesis testing results for the
direct path is shown in Table 3.

Table 3. Summary of Hypothesis Testing Result for Direct
Effects

Hypothesis Path t t
yp COefﬁCient value table

H, :EL > OA 0.49 7.97 1.65 significant accepted
H,:OL > OA 0.44 6.99 1.65 significant accepted
H,:EL->OL 0.31 4.20 1.65 significant accepted

Significance  Result

To test the hypothesis of the indirect effect, the
researchers used Sobel test which was carried out
by calculating the z based on the path coefficient
(unstandardized) and the standard error of estimation. The
results of hypothesis testing for the indirect effect shown in

Table 4 indicate that H4 is accepted.

Table 4. Summary of the Hypothesis Test for Indirect Effect

hesi Path
HypOt €s18 Coefficient Zyae  Zuable

H4: ELoOL>0A 0.35 3.557 1.96 Significant  Accepted

Significance  Result

The formulac=c’+a.b (Hayes, 2018) was used to
investigate the mediating effect of OL in the relationship
between EL and OA, which is illustrated in Figure 2.

Panel A

E * OA
[EL f——o7—{0a
Panel B

c'=0.35

Figure 2. Panel A: Illustration of a direct effect EL on OA.
Panel B: Illustration of the indirect effect of EL on OA mediated by OL

The effect of EL on OA before controlled by OL is
0.49(c). The effect of EL on OL is 0.31(a). The effect of
OL on OA is 0.44(b). After mediated by OL, the effect of
EL on OL is ¢’ which is obtained using the formula of ¢’ =
¢ —a.b (Hayes, 2018). Therefore ¢’ = 0.49 — (0.31 x 0.44).
It is obtained that the value of ¢’ is 0.35.

As the value of the effect of EL on OA after
controlled decreases from 0.49 (c) to 0.35 (¢”), it can be
inferred that OL partially mediates the interaction between
EL and OA (Hayes & Rockwood, 2017).

Discussion

The results of this study provide empirical evidence that
EL has a positive effect on OA and OL. These suggest
that an improvement in EL will result in an increase in
OA and OL. These findings confirm the theories and
previous researches in which the application of EL has
had beneficial impacts on OA (de Oliveira et al., 2012;
Hosseini et al., 2013; Karimi et al.,, 2016; Raeisi &

Amirnejad, 2017; Veiseh et al., 2014) and OL (Golmoradi
& Ardabili, 2016; Imran et al., 2016; Liao et al., 2017;
Megheirkouni, 2017). Likewise, the results of this study
also indicate that the changes in OL can have a positive
effect on the progression of OA. This finding confirms
previous studies by several scholars (Imran et al., 2016;
Manshadi et al., 2014; Mashkani & Khodadadi, 2016;
Sallitepe et al., 2017).

Given the significant effect of EL on the improvement of
OA and OL, SME entrepreneurs should make maximum
efforts to improve their EL by increasing their proactiveness
and innovativeness. Strengthening proactiveness of
leadership should be put as the first priority which means
having initiative to anticipate the future outcomes, monitor
and enhance the environment, optimize the environment,
and encourage action and change without being required
to do so (Schmitt et al., 2016). Entrepreneurs must be
more proactive in thinking, planning, and implementing
and making the required improvements in changes (Wu
& Wang, 2011) and at the same time have to stimulate
employees’ proactiveness. Organizations have the need
of proactive employees who can independently improve
their productivity (Hu et al., 2018), work actively seeking
new information and practices to be adaptive to various
situations (Yang et al., 2020). Correspondingly, SME
entrepreneurs also need to stimulate employees’ innovative
behavior to maximize entrepreneurial opportunities in the
workplace (Bagheri et al., 2020) and remain relevant to
today’s market environment.

This study also shows that OL partially mediates the
interactions between EL and OA. The finding suggests
that in order to prompt the impact of EL on OA, it is
critical to enhance OL. The main priority in the effort to
increase OL is by improving the knowledge acquisition
process in the organization. SMEs entrepreneurs must
provide employees with the widest possible opportunity
to acquire knowledge as one of the most important
strategic resources for a company’s long-term existence
and development (Gatuyu & Kinyua, 2020). To obtain as
much knowledge as possible, SMEs’ entrepreneurs should
facilitate the employees with knowledge availability
and ease of knowledge accessibility through internal
and external sources such as job instructions, standard
operating procedures (SOPs), trainings, discussions or
opportunity to ask questions and communication media,
such as internet. so that the employees can learn and develop
useful knowledge and experience (Zagorsek et al., 2009).
Knowledge must be well distributed or disseminated
throughout the organization. It can be carried out through
formal mechanisms such as meetings, discussions, cross-
training or informal mechanisms through interactions
between individuals in the organization (Schermerhom et
al., 2010).

1. CONCLUSION

To succeed and thrive in disruptive environmental changes
such as in the ongoing COVID-19 pandemic, Indonesian
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SMEs need to improve their employees’ organizational
agility by increasing entrepreneurial leadership and
organizational learning. Based on the study’s findings,
some managerial implications are discussed as feedback
for SMEs entrepreneurs to solve problems and manage
human capital in order to increase organizational agility, in
particular. SME entrepreneurs should consider the role of
organizational agility in the survival and growth of SMEs,
as well as recognizing the factors that could have an effect
on organizational agility. Employee perceptions and
behaviors toward gaining organizational agility should be
strengthened by implementing entrepreneurial leadership
and ensuring more successful organizational learning,
The findings add theoretical value to the corpus of
management science in the areas of organizational
behavior and human resource management, especially
in the context of small and medium-sized businesses.
However, this study has a few limitations. To begin, the
analysis concentrated on SMEs in a single geographical
region, the garment industry sector in Industrial Village
(PIK) in East Jakarta, Indonesia. Future research would be
more convincing if it looked at various sectors of SMEs
in different arecas and regions. Secondly, due to time
and budget constraints, the independent variables in this
analysis are restricted to entreprencurial leadership and
organizational learning. More independent variables that
can potentially impair organizational agility should be
studied in future studies.
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