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Abstract

The purpose of this study is to test empirically the effect of Islamic business ethics and market conditions on organizational performance in 
state-owned construction companies in Indonesia. Data collection in this study was conducted online and the total number of data used was 81 
respondents, both directors, heads of departments, and managers (general and project). This study uses a partial least squares structural equation 
model (PLS-SEM) with a quantitative approach that aims to test hypotheses and relationships between variables, such as Islamic business 
ethics, market conditions, project management, organizational culture, competitive strategy, and organizational performance. This study 
shows Islamic business ethics has a significant direct effect on organizational performance. Market conditions do not have a direct significant 
effect on organizational performance. Meanwhile, the mediating variables of project management and competitive strategy have a significant 
direct effect on organizational performance. Organizational culture does not have a significant influence on organizational performance. 
Conversely, market conditions have a significant influence through the mediating variables of project management and competitive strategy 
on organizational performance. Besides, this study is an attempt to determine the impact of the criteria factors affecting the measurement of 
the performance of construction organizations in Indonesia in terms of the external environment and organizational structure.
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construction organizations (Hu & Liu, 2018; Bourne & 
Neely, 2003). This implies a gap between theory and practice 
in the organizational performance analysis model, which is 
evidenced by significant inconsistencies in performance 
measurement in the field (Assaad & El-adaway, 2020). In 
general, the environment affects the internal structure and 
organizational processes, and centrally affects organizational 
performance (Hambrick, 1980). This, which implies the 
use of a number of ethical values based on an Islamic 
perspective regarding work and ensuring the quality of work, 
if and when used (Beekun & Badawi, 2005; Beekun, 2012). 
Aziz (2013) suggested that the difference between Islamic 
business ethics and conventional business ethics lies in the 
foundation of Tauhid and long-term orientation (eternity), 
while western ethics is based on the human mind, namely 
the minds of philosophers. According to Muhammad et al. 
(2008), Islamic business ethics is essential because ethical 
choices are unavoidable. The challenge of Islamic business 
ethics is to make that inevitable ethical decision making 
explicit to make it better. Far from being anti-business, 
ethics provides essential support for maximizing long-term 
business value. 
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1. Introduction

There has been much criticism in the literature about 
the failure of the performance model or framework in 
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Beekun and Badawi (2005) find that a clear difference 
between normative Islamic business ethics and Muslim 
practice. Meanwhile, a high Islamic work environment in 
terms of ethics shows greater loyalty and engagement with the 
organization can indirectly improve company performance 
(Salahudin et al., 2016). Besides, one of the other important 
mechanisms for determining performance in the environment 
is market conditions because it determines the failure criteria 
for a project performance of a construction organization 
(Agarwal & Rathod, 2006; Belout & Gauvreau, 2004). Chan 
and Chan (2004) states that market conditions have the power 
to reshape the broad characteristics of the firm.

In general, it is assumed that there is a relationship 
with market conditions that can improve organizational 
performance (Isik et al., 2010). Whereas previous research 
stated that market conditions do not have a direct influence 
on performance, as well as there is an unclear relationship 
between environmental market conditions and the 
adoption of a comprehensive performance measurement 
system (Claver-Cortés et al., 2012; Pedersen & Sudzina, 
2012). On the problems that have been studied, this study 
conducts an empirical test of the relationship between the 
environment and organizational performance which is 
mediated by the organizational structure in organizational 
construction through contingency theory. This paper is 
structured as follows. The following section will contain a 
literature review and hypotheses. The next section describes 
the research method, followed by results and discussion. 
The final section will offer implications, conclusions, and 
directions for future research.

2. Literature Review

2.1.  Organizational Performance in Economic 
Library

Organizational performance is defined as the ability of the 
organization to achieve success with its stated goals (Wade 
& Recardo, 2001). According to Ahmed and Shafiq (2014), 
organizational performance is considered an achievement that all 
businesses aim, for the survival and success of the organization. 
A company’s performance can be measured in a number of 
ways, including financial performance, product performance, 
and market performance (Li et al., 2006). Profitability is the main 
goal in organizational performance (Stewart & Waroonkun, 
2007). Therefore, in general, performance should be based 
on effectiveness, efficiency, economy, quality, consistency of 
behavior, and normative measures (Wade & Recardo, 2001).

2.2. Islamic Economic Theory

Islamic economic theory presents development ideals 
based on the philosophy of Islamic life. Economics in 

Islam is inseparable from the notion of humans since moral 
beings have obligations to God as well as to others. Islamic 
economy is transformative and does not have to provide a 
truly autonomous alternative and, in this sense, is isolated 
from capitalism (Tripp, 2006). The principles of Islamic 
economics refer to the principles of social justice concerning 
the distribution of natural wealth and products and are based 
on the notion of mutual responsibility and mutual equality 
(Alatas, 2006). Islamic ethics are fundamental values (norms) 
in the system of human relations to God to fellow humans 
and to the natural environment which are sourced from the 
Al-Qur’an and the Hadith of the Prophet Allah SWT based 
on faith and taqwa to Allah SWT, whereas Islamic business 
ethics is the elaboration of norms in the activities of human 
existence that are integrated into the economic field from a 
religious perspective so that functionally it forms a religious 
awareness in carrying out any economic activity.

2.3. Contingency Theory

Contingency theory was first introduced to study the 
relationship between strategy, structure, and performance 
(Chandler, 1962). This is because the organization is in an 
increasingly dynamic environment and its adaptation to 
the environment (Ginsberg & Buchholtz, 1990). Besides, it 
looks at organizational relationships based on environment, 
organizational size, and organizational strategy. Contingency 
theory focuses on strategy rather than structure, and the fit 
between strategy and the environment (Lee & Miller, 1996). 

3. Hypotheses 

3.1. Islamic Business Ethics

Beekun and Badawi (2005) suggested that the Islamic 
ethical system is fair, balanced, wise, and generous. 
According to Gümüsay (2015), at the macro level, the use 
of Islamic ethics greatly affects various other institutions 
such as the market. Abuznaid (2009) stated that Islamic 
ethics will inevitably lead to ethical behavior including 
legal interpretations, organizational factors, individual 
factors, social factors, environmental factors, and managers. 
According to Senam et al. (2014), construction and project 
management activities must be carried out in the best and 
ethical manner and not cause damage. In this case, Allah said 
in the Qur’an in Surah al-A`raf: 56 “...... Truly Allah mercy 
is very close to those who do good”.

The most interesting aspect of Islamic work ethics 
is creating a management culture to invite goodness and 
prohibit wrongs (Abbasi et al., 2012). Abuznaid (2009) 
stated that the Islamic perspective suggests building success 
based on the Qur’an and the Hadith such that doing business 
must have ethics. Sami and Rahim (2017) found a positive 
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relationship between Islamic ethics and job performance 
and project outcomes. Salahudin et al. (2016) suggested 
that a high Islamic work environment in terms of ethics 
shows greater loyalty and engagement with the organization 
indirectly improves company performance. This reasoning 
leads to the following hypothesis:

H1: Islamic business ethics significantly influence 
market conditions

H2: Islamic business ethics significantly influence 
project management

H3: Islamic business ethics significantly influence 
organizational culture

H4: Islamic business ethics significantly influence 
competitive strategy

H5: Islamic business ethics significantly influence 
organizational performance

3.2. Market Conditions

Belout and Gauvreau (2004) stated that market conditions 
are related to project management and organization, 
however, ignore project characteristics. Isik et al. (2010) 
found that other parameters that affect the performance of 
a construction company, directly and indirectly, are project 
performance and market conditions. There is an alignment 
of organizational characteristics and competitive strategies 
adopted by the organization based on external factors 
(Barreto, 2010). Chew et al. (2008) stated that companies can 
shape strategies and performance so that there are reciprocal 
interactions at various levels of analysis between the market 
environment and the company’s capabilities. This reasoning 
leads to the following hypothesis:

H6: Market conditions significantly influence project 
management

H7: Market conditions significantly influence 
organizational culture

H8: Market conditions significantly influence competitive 
strategy

H9: Market conditions significantly influence 
organizational performance

3.3. Project Management

Zulu (2007) evaluated the relationship between project 
management and project performance in the UK. The study 
concluded that there is a direct and indirect relationship 
between the factors that affect project management and 
project performance. According to Isik et al. (2010), the 
performance of construction companies is affected by 
project management competence. This reasoning leads to the 
following hypothesis:

H10: Project management significantly influences 
organizational performance

3.4. Organizational Culture

It is generally accepted that organizational culture can 
influence organizational performance because organizational 
culture as a management tool can improve the performance of 
construction organizations by reducing pressure (Oyewobi et 
al., 2016). Several previous studies argued that organizational 
culture can increase performance effectiveness (Cheung et 
al., 2012). Stewart and Waroonkun (2007) found that one 
of the best places to start improvement is by studying the 
work culture of the organization. This reasoning leads to the 
following hypothesis:

H11: Organizational culture significantly influences 
organizational performance

3.5. Competitive Strategy

Pertusa‐Ortega et al. (2010) suggested that organizational 
structure can influence competitive strategy, but not directly 
affect company performance. Organizational strategies 
are also said to have an important influence on superior 
performance (Chew et al., 2008). According to Oyewobi 
et al. (2016), internal strategy positively affects company 
performance. This reasoning leads to the following 
hypothesis:

H12: Competitive strategy significantly influences 
organizational performance

In short, the external environment (Islamic business 
ethics and market conditions) can affect the organizational 
structure (project management, organizational culture, and 
competitive strategy), and the organizational structure affects 
organizational performance. Therefore, the organizational 
structure plays a role as a mediator in the relationship between 
the external environment and organizational performance. 
Figure 1, shows the research model.

4. Research Methods

4.1. Sample Methods and Data Collection

The study focuses on state-owned Indonesian 
construction companies, which consists of 9 macro-scale 
companies. A construction company in Indonesia is a 
special regional company that has a dynamic and unique 
nature. There are differences in some aspects that can 
be significant such as type of expertise, project size, and 
market share. 
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We made improvements using the procedural solutions 
in this study in determining the sample. This was done to 
avoid general bias (Zikmund, 1994). First, we prequalify 
prospective respondents. The total population was 225, 
and we carried out the eligibility selection. As many as 116 
respondents were eligible to become samples. 

Furthermore, this study collected data by sending a 
survey in the form of a questionnaire via google form to 
each director, head of the division, and manager (general and 
project). Meanwhile, only 81 completed questionnaires were 
received. Besides, the process of collecting questionnaires 
was assisted by independent enumerators recruited for this 
study. Thus, the level of respondents in this study was 70%. 
Second, all responses to questions posed in the questionnaire 
were kept confidential to get honest answers. Finally, the 
characteristics and experiences of respondents were used as 
an overview of construction companies, see Table 1.

4.2. Survey Technique

The data collection technique consists of 3 stages through 
a questionnaire. The first stage introduced the objectives 
of the survey in filling in respondents’ perceptions of the 
factors that affect organizational performance in construction 
companies. The second part contains the respondent’s 
personal data. And the last stage contains survey data that 
will be filled in by respondents based on their perceptions of 
working in a construction organization.

In the next stage, the feasibility of the questionnaire 
with 30 respondents was tested to ensure similarity of 
perception and relevance to practice. Once appropriate, 
questionnaires were distributed to respondents online. All 
constructs - Islamic business ethics, market conditions, 
project management, organizational culture, competitive 
strategy, and organizational performance were measured 
using a seven-point Likert scale with “1” indicating “totally 
disagree at all” and “7” indicating “completely agree at all”.

4.3. Data Analysis Technique

In analyzing the survey data, the Partial Least Squares 
Structural Equation Modeling (PLS-SEM) method was used. 
SEMs make it possible to test multivariate relationships 
using path analysis and Confirmatory Factor Analysis 
(CFA) (Lomax & Schumacker, 2012). PLS-SEM can handle 
more complex model structures and lack of data such as 
heterogeneity (Hair et al., 2014). PLS-SEM analysis was 
tested using SmartPLS 3.0 software.

Evaluation is carried out on the structural model by 
investigating the reliability and validity values of the 

Figure 1: Model in Research

Table 1: Sample Demographics

Characteristic n (81) %
Respondent title:
Director
Head of Division
Project manager

31
19
31

38.27
23.46
38.27

Gender:
Male
Female

78
3

96.30
3.70

Age:
≤ 30 year old
31 – 35 years old
36 – 40 years old
≥ 41 years old and above 

4
6

12
59

4.94
7.41

14.81
72.84

Education level:
Bachelor
Master
Doctoral

37
43
1

45.68
53.09
1.23

Years of service:
< 5 year old
5 - <10 years old
> 10 years old

5
2

74

6.17
2.47

91.36
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constructs. After producing a valid model, the next step is to 
examine the relationship between constructs to analyze the 
estimated pathway for the hypothesized relationship. This 
study assessed the level of significance using the bootstrap 
procedure with 81 samples and 550 subsamples by looking 
at the path coefficient and loading factor. This study assessed 
the overall measurement model on discriminant validity, 
individual reliability, and convergent validity, to prove the 
path coefficient testing on the hypothesized relationship.

5. Result and Analysis

5.1. Loading Factor and Data Validity

Confirmatory Factor Analysis (CFA) is a statistical 
technique used to verify the factor structure of a set of 
observed variables. CFA allows the researcher to test the 
hypothesis that a relationship between observed variables 
and their underlying latent constructs exists. CFA will 
be used in our study to evaluate discriminant validity and 
convergent. The result of the standard value coefficient test 
shows values >0.55 in all constructs (Comrey & Lee, 2013) 
by using a significant t-value of >1.96 (Anderson & Gerbing, 
1988) and Standard Errors (SE). 

The Average Variant Extracted (AVE) value for each 
indicator requires that the value be >0.5 for a good model. 
The AVE has often been used to assess discriminant validity 
based on the following “rule of thumb”: if the square root of 
the AVE of each latent variable is greater than the correlation 
coefficients between that latent variable and other latent 
variables in the measurement model, then the model satisfies 
the discriminant validity criterion. 

Discriminant validity in this study fulfills the criterion 
that all square roots of the AVE score are higher than the 
correlation between the constructs. Composite Reliability 
(CR) of each construct is more than 0.6, which is used to 
test the reliability value of indicators on a variable. Cronbach 
Alpha (CA) is said to be good if α ≥ 0.5 and it is said to be 
sufficient if α ≥ 0.3 (Hair et al., 2014), see Table 2.

5.2. Hypothesis Testing

We use the structural model through bootstrap to estimate 
the results of the path coefficients between constructs, and 
the significance value, see Table 3. 

The structural model aims to assess the coefficient 
of determination R2 to reflect variations in endogenous 
constructs. Specifically, the structural model assigns a 
value of 12.6 percent to the variant market conditions, 38.6 
percent for the project management variant, 32.6 percent 
for the organizational culture variant, 38.3 percent for the 
competitive strategy variant, and 72.1 for the organizational 
performance variant. Variance inflation factor (VIF) is 
a measure of the amount of multicollinearity in a set of 

multiple regression variables. In this study, we test the VIF 
tolerance value of all predictor constructs that have a value 
of less than 5, ranging from 1,000 to 4,043. This shows that 
collinearity is not a concern in this study. Multicollinearity is 
a problem because it undermines the statistical significance 
of an independent variable. Other things being equal, the 
larger the standard error of a regression coefficient, the less 
likely it is that this coefficient will be statistically significant.

Islamic business ethics has a direct significant effect on 
market conditions (β= 0.354; t= 3.794; p= 0.000), project 
management (β= 0.376; t= 3.697; p= 0.000), organizational 
culture (β= 0.354; t= 4.001; p= 0.000), competitive 
strategy (β= 0.250; t= 2.192; p= 0.014), and organizational 
performance (β= 0.279; t= 3.305; p= 0.001). Therefore, H1-
H5 has a significant effect.

Market conditions have a direct significant effect 
on project management (β= 0.379; t= 3.851; p= 0.000), 
organizational culture (β= 0.279; t= 2.898; p= 0.002), 
competitive strategy (β= 0.484; t= 5.581; p= 0.014), and 
organizational performance (β= 0.064; t= 0.767; p= 0.222). 
Therefore, H6-H8 has a significant effect. However, for H9 
it has no significant effect. Meanwhile, the path coefficient 
of project management with organizational performance is 
0.315 with a t value of 2.910 and at a 0.002 significance 
level. The results show a significant relationship between 
project management and organizational performance. It can 
be concluded that H10 has a significant effect. 

The path coefficient of organizational culture with 
organizational performance is -0.208 with a significant 
t-value of 1.903 at a 0.029 significance level. The results 
confirm the significant relationship between organizational 
culture and organizational performance. Hypothesis test 
results concluded that H11 has a significant effect.

Finally, the path coefficient of competitive strategy with 
organizational performance is 0.565 with a t-value of 4.659 
and at a 0.000 significant level. The results show a significant 
relationship between competitive strategy and organizational 
performance. Hypothesis test results concluded that H12 has 
a significant effect. Since the direct relationship between 
market conditions and organizational performance (H9) 
does not have a significant effect, we further examine the 
indirect effect. The results of this study indicate that market 
conditions have a significant effect on organizational 
performance indirectly through project management. The 
path coefficient shows that it is 0.118 with a t-value of 
2.259 and a p-value of 0.012. Therefore, market conditions 
indirectly affect organizational performance through project 
management.

Market conditions have an indirect significant effect on 
organizational performance through competitive strategy. 
The path coefficient shows a value of 0.274 with a t value 
of 3.635 and 0.000 as the p-value. Therefore, it can be 
concluded, market conditions indirectly affect organizational 
performance through competitive strategy.
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Table 2: Questionnaire Items and Data Validity

Items Standard coefficients Standard Error t-values
Islamic business ethics (α= 0.862; CR= 0.895; AVE= 0.553)
Ref. Abuznaid, (2009); Beekun, (2012); Sami & Rahim, (2017)
Justice (IBE1)
Trust (IBE2)
Virtue (IBE3)
Honesty (IBE4)
Humility (IBE5)
Kindness (IBE6)
Patience (IBE7)

0.843
0.563
0.825
0.724
0.726
0.754
0.737

0.029
0.045
0.023
0.035
0.034
0.043
0.037

21.837
7.700

18.567
13.308
9.652

16.004
13.041

Market conditions (α= 0.891; CR= 0.911; AVE= 0.509)
Ref. Isik, Arditi, Dilmen, & Talat, (2010); Neely, (2005)
Macro-economic conditions (MC1)
Political conditions (MC2)
Socio-cultural conditions (MC3)
Legal conditions (MC4)
The state of market competitiveness (MC5)
Demand (MC6) 
Power supply (MC7)
Client strengths (MC8)
Government policy (MC9)

0.783
0.747
0.727
0.717
0.755
0.648
0.737
0.747
0.745

0.029
0.029
0.026
0.030
0.033
0.037
0.035
0.036
0.024

16.687
12.039
10.734
7.830
11.106
9.577

13.680
10.316
11.968

Project management (α= 0.916; CR= 0.933; AVE= 0.614)
Ref. Atkinson, (1999); Stewart & Waroonkun, (2007); Isik, Arditi, Dilmen, & Talat, (2010)
Cost management (PM1)
Schedule Management (PM2)
Quality management (PM3)
Resource management (PM4)
Risk management (PM5)
Supply chain management (PM6)
Claims management (PM7)
Knowledge management (PM8)
Health and safety management (PM9)

0.906
0.872
0.843
0.901
0.798
0.815
0.583
0.764
0.551

0.015
0.017
0.014
0.011
0.017
0.012
0.028
0.016
0.019

42.794
31.180
17.768
34.934
15.927
19.00
3.675

18.227
4.170

Organizational culture (α= 0.886; CR= 0.913; AVE= 0.636)
Ref. Cheung, Wong, & Lam, (2012)
Clarity of objectives (OC1)
Coordination and integration (OC2)
Employee participation (OC3)
Innovation orientation (OC4)
Performance emphasis (OC5)
Award orientation (OC6).

0.770
0.830
0.826
0.791
0.806
0.759

0.027
0.025
0.029
0.030
0.032
0.031

11.724
23.539
23.127
15.291
12.638
11.513

Competitive strategy (α= 0.893; CR= 0.925; AVE= 0.755)
Ref. Claver-Cortés, Pertusa-Ortega, & Molina-Azorín, (2012)
Low cost (CS1)
Differentiation of innovation (CS2)
Marketing differentiation (CS3)
Focus strategy (CS4)

0.839
0.871
0.889
0.875

0.022
0.023
0.026
0.027

16.960
18.885
31.971
33.610

Organizational performance (α= 0.892; CR= 0.921; AVE= 0.701)
Ref. Kaplan & Norton, (1992)
Financial (OP1)
Customers (OP2)
Internal business (OP3)
Learning and growth (OP4)
Company mission (OP5)

0.792
0.860
0.890
0.887
0.746

0.012
0.013
0.014
0.015
0.020

19.381
26.988
28.862
34.503
12.891
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6. Discussion

6.1. Theoretical Implication

Islamic business ethics has a significant direct effect on 
organizational performance. This implies that the importance 
of Islamic business ethics in improving organizational 
performance (Basheer et al., 2019). The significant impact 
on the relationship between Islamic business ethics and 
organizational performance has been discussed in several 
empirical studies (Basheer et al., 2019; Ali & Al-Owaihan, 
2008; Abbasi et al., 2012). The view of Islamic ethics in doing 
business is used as ethical guidelines that must be manifested 
in a Muslim manager such as being fair, trustworthy, acting 
with kindness, truth, honesty, patience, and humility. These 
guidelines set out the Islamic code of conduct related to 
business life. Therefore, it can be concluded that adopting 
Islamic business ethics in doing business can improve 
organizational performance.

Market conditions also do not have a significant direct effect 
on organizational performance. This confirms that different 
market conditions have a moderating effect on organizational 

performance (Ullah et al., 2020). The findings in this study 
are reinforced by Pedersen and Sudzina (2012) that there is no 
clear relationship between environmental uncertainty, market 
conditions, and organizational performance. 

Managing the impact on exogenous environmental 
factors (in this case market conditions) which have the 
power to create uncertainty and factors influenced by the 
environment outside the organization is a key strength to 
shape the broad characteristics of a construction company 
so that it can give a boost to the efficiency of organizational 
performance. Organizational performance management 
plays a huge role in making sure that the company is able 
to sustain planned growth. Analysis of organizational 
performance measures provides a fairly broad mechanism. 
Measuring performance is a vital part of monitoring an 
organization’s progress. It comprises measuring the actual 
performance outcomes or results of an organization against 
its intended goals. The strategic plan provides performance 
targets for the organization; it sets the corporate direction. 
This study can provide direction on the importance of the 
analysis of organizational performance measures from a 
financial and non-financial perspective.

Table 3: Hypothesis Test

Hypothesis Path coefficient Total effect Indirect effect VIF f2 Result
H1:IBEMC 0.354 

(3.794, 0.000)
0.354 

(3.794, 0.000)
1.000 0.144  Significant

H2:IBEPM 0.376 
(3.697, 0.000)

0.510 
(6.757, 0.000)

0.134 
(2.111, 0.018)

1.144 0.202  Significant

H3:IBEOC 0.354 
(4.001, 0.000)

0.508 
(6.021, 0.000)

0.099 
(1.844, 0.033)

1.144 0.217  Significant

H4:IBECS 0.250 
(2.192, 0.014)

0.422 
(4.314, 0.000)

0.172 
(2.701, 0.004)

1.144 0.089  Significant

H5:IBEOP 0.279 
(3.305, 0.001)

0.595 
(7.514, 0.000)

0.316 
(4.260, 0.000)

1.422 0.196  Significant

H6:MCPM 0.379 
(3.851, 0.000)

0.379 
(3.851, 0.000)

1.144 0.205  Significant

H7:MCOC 0.279 
(2.898, 0.002)

0.279 
(2.898, 0.002)

1.144 0.101  Significant

H8:MCCS 0.484 
(5.581, 0.000)

0.484 
(5.581, 0.000)

1.144 0.332  Significant

H9:MC OP 0.064 
(0.767, 0.222)

0.399 
(4.230, 0.000)

0.335 
(4.814, 0.000)

1.654 0.009  Not Significant

H10:PMOP 0.315 
(2.910, 0.002)

0.315 
(2.910, 0.002)

3.446 0.103  Significant

H11:OCOP -0.208 
(1,903, 0.029)

-0.208 
(1.903, 0.029)

4.043 0.038  Significant

H12:CSOP 0.565 
(4.659, 0.000)

0.565 
(4.659, 0.000)

2.543 0.450  Significant
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Project management has a significant effect on 
organizational performance. According to Pinto and Mantel 
(1990), good relations between construction management 
companies to accelerate operations and help achieve 
better organizational performance. This study assumes 
that organizational performance is affected by project 
management (Chan & Chan, 2004; Larsson et al., 2018). 
This states that the management structure is an important 
element in producing project success so that it can have an 
impact on improving the performance of the construction 
organization.

Organizational culture is directly significant to 
organizational performance. This implies organizational 
culture as a major causal factor in organizational growth 
and development.  A growing interest in workplace 
spirituality has led to the development of a new paradigm in 
organizational science. Theoretical assumptions abound as 
to how workplace spirituality might enhance organizational 
performance, most postulating a significant positive impact 
(Jurkiewicz & Giacalone, 2004). Previous empirical studies 
stated that organizational culture can have a direct effect on 
organizational performance (Cheung et al., 2012).

This study generally confirms that organizational culture 
can impact and reduce problems/conflicts that occur so that 
it can affect organizational performance. Organizational 
culture as a representation of the internal environment is 
considered a tool in shaping the characteristics of both 
attitudes and behavior intentionally by the management of the 
organization in carrying out activities within the organization. 
Organizational culture creates a strong commitment within 
the organizational environment internally so that it can 
provide maximum effort in improving organizational 
performance. 

Competitive strategy is directly significant to 
organizational performance. This is reinforced by a 
study by Oyewobi et al. (2016) who stated that there is a 
direct effect of competitive strategy on organizational 
performance. Lestari et al. (2020) emphasized strategic 
aspects are something that needs to be applied to position the 
industry amid competition. This study, in general, provide 
knowledge about the relationship between competitive 
strategy and organizational performance. This implies that 
the information used as decision making in determining the 
competitive strategy adopted will ultimately have an impact 
on improving organizational performance.

6.2. Managerial Implication

This research provides insight for decision-makers to 
apply Islamic business ethics in companies. Islamic business 
ethics is essential because ethical choices are unavoidable. 
The challenge of Islamic business ethics is to make that 
inevitable ethical decision making explicit to make it better. 

Far from being anti-business, ethics provides essential support 
for maximizing long-term business value (Muhammad 
et al., 2008). It is hoped that this research can strengthen 
Islamic behavior and better understand the use of Islamic 
ethical codes in doing business for managers. According to 
Astuti et al. (2020), the spiritual value in leadership inspires 
employees to build an organizational vision that ultimately 
has an impact on employee performance.

The indirect effect of market conditions through project 
management and competitive strategy on organizational 
performance has a significant effect. Market conditions 
are factors that are beyond management’s control (Isik et 
al., 2010). So, the spatial competition and the strategies 
are considerably varied by the contingent context and 
conditions, a tailored investigation based on the informed 
judgment should be applied to better understand the situated 
market. It is expected that the manager’s understanding of 
market conditions can provide insight in evaluating and 
minimizing the risk of loss or failure for management and 
project operations so that analyzing market conditions 
can create a strategy to compete in the market. These 
findings, provide a clear message to the management of the 
organization by monitoring activities on external factors and 
providing important information related to market changes 
needed to formulate a competitive strategy with similar 
companies. Therefore, it is expected that the management 
will be able to compete and grab market share competitively 
and healthily. 

It is hoped that these findings will encourage managers 
to use and focus on non-financial indicators, in addition to 
financial indicators, that have a higher level of complexity. 
This is aimed at addressing the quality and performance 
problems of the construction industry, especially in state-
owned Indonesian construction companies. Regulation occurs 
in Indonesia, with increasing community involvement, social 
and environmental practices, and commercial disclosure of 
performance information. This requires managers to focus 
on large amounts of non-financial information to use as a 
performance measure.

7. Conclusion and Limitations

The conclusion of this study discusses the influence 
of the external environment in state-owned Indonesian 
construction companies on organizational performance, 
namely: Islamic business ethics and market conditions. As 
well as investigating the role of mediation on organizational 
performance. In this case, the organizational structure 
includes project management, organizational culture, and 
competitive strategy. This study bridges the gap between 
theory, empirical, and practice in the integration of external 
environmental principles and the effects on organizational 
performance. The findings support the contingency theory 
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by revealing the environment-structure-organizational 
performance relationship. 

This study contributes theoretically and practically, 
although this study still has limitations for future research. 
It is hoped that it can also be carried out on the development 
of more developed instruments that include measures of 
organizational performance practices outside that was not 
included in this study, as well as using a larger sample size 
to reassess the effectiveness associated with the findings of 
this study.
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