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Abstract

This study examines how informal political behaviors—termed shadow strategies—
affect organizational performance in emerging Southeast Asian markets characterized
by institutional voids and regulatory ambiguity. Using survey data from 234 senior- and
mid-level managers across Indonesia, Malaysia, Singapore, and Thailand, we employed
Partial Least Squares Structural Equation Modeling (PLS-SEM) to analyze the direct,
indirect, and moderating effects of Organizational Political Work Intensity (OPWI),
Leadership Political Engagement (LPE), and Non-Market Strategy Orientation
(NMSO). The results demonstrate that LPE and NMSO significantly enhance
organizational performance, while OPWI has no substantial impact. Moreover, Ethical
Identity Salience (EIS) and Strategic Clarity (SC) amplify the positive role of political
strategies, whereas Organizational Culture of Politics (OCP) plays a dual role, either

reinforcing or undermining outcomes depending on ethical alignment. Theoretically,
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the study integrates political strategy with ethical and strategic constructs, contributing
to the literature on strategic management and non-market strategy in volatile contexts.
Practically, it offers insights for leaders on balancing political engagement with ethics
and strategic clarity to achieve sustainable performance in politically charged

environments.

Keywords: Emerging markets, ethical identity, leadership engagement, non-market

strategy, organizational politics, shadow strategies.
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1. Introduction

In emerging markets, organizational performance is influenced not only by formal
market strategies but also by the nuanced and often opaque realm of political behavior within
and around the firm. These environments—marked by institutional voids, regulatory
uncertainties, and fragmented governance structures—render traditional strategic models
insufficient for explaining firm success (Doh et al., 2012). While mainstream strategic
management literature has emphasized formal structures and rational planning, the influence of
“shadow strategies”—informal, politically charged, and often ethically ambiguous practices—
has remained underexplored (Wrona & Sinzig, 2017; Ahammad et al., 2017). These shadow
strategies are particularly salient in institutional contexts where informal networks and political
alignment often supersede legal-rational authority in securing critical resources, legitimacy, and
competitive positioning (Oliver & Holzinger, 2008; Mellahi et al., 2016). Organizational
Political Work Intensity (OPWI) and Leadership Political Engagement (LPE) emerge as crucial
levers through which firms navigate external ambiguity and internal power dynamics (Ferris &
Kacmar, 1992; Zhang & Vurro, 2020). Yet, the literature has inadequately addressed how these
political behaviors interact with non-market strategy orientation (NMSO) and are shaped by
external ambiguity (EA) and internal ethical identity salience (EIS)—two forces that represent
the tension between strategic pragmatism and value-driven governance (Berrone et al., 2007;
Trevifio et al., 2014). Despite growing interest in non-market strategies and political behavior,

several theoretical and empirical gaps persist.
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First, extant research tends to treat organizational politics as either a disruptive force
(Ferris & Kacmar, 1992) or a functional tool for resource acquisition (Zahra, 1987), failing to
theorize its contingent outcomes based on contextual moderators such as strategic clarity (SC)
and organizational culture of politics (OCP) (Parnell, 2010; Awaah, 2023). Second, while
ethical identity has been discussed from a normative lens, its role as a strategic moderator—
particularly in high-stakes political environments—remains underdeveloped in both theory and
empirical research (Trevifio et al., 2014; Berrone et al., 2007). Lastly, the literature rarely
integrates multi-level dynamics of political behavior with macro-level institutional pressures
and firm-level performance outcomes in emerging markets (Zhang & Vurro, 2020; Mellahi et
al., 2016). Our study addresses these critical gaps by exploring the interactive effects of OPWI,
LPE, and NMSO on organizational performance, moderated by external ambiguity, ethical
identity salience, organizational culture of politics, and strategic clarity. By doing so, it
responds to recent calls for a more integrative understanding of informal strategic behavior
under volatile conditions (Ahammad et al., 2017; Doh et al., 2012).
1.1 Research Objectives
e To examine the direct and indirect impact of organizational political work and
leadership political engagement on firm performance in emerging markets.
e To assess the moderating role of external ambiguity and ethical identity salience in
shaping the outcomes of political behavior.
e To evaluate the combined effect of non-market strategic orientation and internal
political culture on organizational success.
1.2 Research Questions
o How do shadow strategies such as OPWI, LPE, and NMSO influence organizational
performance in emerging market settings?
e In what ways do external ambiguity and ethical identity salience shape the
effectiveness of political behaviors?
e To what extent do strategic clarity and organizational political culture moderate the

relationship between political strategies and firm outcomes?
2. Literature Review

The role of organizational politics in shaping performance has become increasingly
significant, particularly in emerging economies where external uncertainty and internal political

dynamics are prevalent. While existing literature explores political behavior, leadership
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engagement, and non-market strategies, it often lacks an integrated view of how these forces
influence organizational outcomes through mediators such as strategic clarity, ethical identity
salience, and the culture of politics.

This study addresses that gap by examining the effects of organizational political work
intensity (OPWI), external ambiguity (EA), leadership political engagement (LPE), and non-
market strategy orientation (NMSO) on organizational performance, mediated by strategic and
ethical constructs. Grounded in Institutional Theory, Upper Echelons Theory, and Social
Identity Theory, the model provides a multidimensional understanding of how political
dynamics affect strategic behavior and performance. This integrated framework not only
contributes to theory but also provides practical insight for managing politics in organizational
settings.

2.1 Organizational Political Work Intensity (OPWI) and Organizational Performance

Organizational Political Work Intensity (OPWI) refers to the degree to which employees
engage in self-serving behaviors to secure resources, influence decisions, or gain power within
an organization (Vigoda-Gadot, 2007). When OPWI is high, employees often perceive the
workplace as competitive and distrustful, leading to an Organizational Culture of Politics
(OCP)—a climate where informal power dynamics, favoritism, and strategic manoeuvring
dominate interactions (Ferris & Kacmar, 1992). Research suggests that in such environments,
political behavior becomes normalized, shaping cultural norms where employees believe that
success depends on networking and influence rather than merit (Parker et al., 1995). Studies in
emerging markets, such as those by Dartey-Baah & Agbozo (2021), demonstrate that high
OPWI reinforces OCP by encouraging employees to adopt political tactics as a survival
strategy. Similarly, Nisar (n.d.) found that in politically charged workplaces, leadership
decisions are often influenced by power struggles rather than organizational goals, further
embedding political behavior into the culture. Thus, there is strong theoretical and empirical
support for the argument that OPWI fosters a political culture within organizations.

At the same time, high OPWI can negatively impact Strategic Clarity (SC), which refers
to the transparency and coherence of an organization’s goals and strategies (Parnell, 2010).
When political behavior is rampant, competing agendas and hidden power struggles create
ambiguity, making it difficult for employees to align with a unified strategic vision (Hoffjann,
2021). Pandey (2006) argues that political environments introduce goal ambiguity, as
employees prioritize personal or factional interests over organizational objectives. This
misalignment can lead to inconsistent decision-making and reduced operational efficiency

(Smith & Thomas, 2024). While some scholars, such as Rosen et al. (2006), suggest that
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moderate political behavior may help navigate uncertainty, excessive OPWI tends to erode
strategic focus by fostering distrust and fragmentation (Ghonim et al., 2020). Yet, the boundary
conditions under which OPWI improves or harms performance remain underexplored in
ASEAN firms. There is also limited research on whether the organizational culture of politics
(OCP) mediates this relationship. Given these insights, the following hypotheses are proposed:

Hypothesis la: Organizational Political Work Intensity (OPWI) positively influences
the Organizational Culture of Politics (OCP).

Hypothesis 1b: Organizational Political Work Intensity (OPWI) negatively influences
Strategic Clarity (SC).

2.2 External Ambiguity (EA) and Organizational Outcomes

External ambiguity (EA) represents the uncertainty stemming from an organization's
external environment, including political, economic, and regulatory volatility (Boddewyn &
Buckley, 2017). This uncertainty creates significant challenges for firms as they attempt to
navigate unpredictable market conditions with limited reliable information (Doh et al., 2012).
In such environments, organizations often struggle to maintain clear strategic direction, as the
constantly shifting external landscape makes long-term planning difficult (Parnell, 2010).
Research suggests that high levels of external ambiguity frequently led organizations to develop
more informal structures and processes (Child & Rodrigues, 2011). This phenomenon is
particularly evident in emerging markets, where regulatory uncertainty and political instability
are common (Kamasak et al., 2019). When faced with such environmental uncertainty,
organizations tend to rely more heavily on political behaviors as a means of adapting to
unpredictable circumstances (Zahra, 1987). This supports Hypothesis 3, which posits that
external ambiguity positively influences organizational culture of politics (OCP).

The relationship between external ambiguity and strategic clarity (SC) is particularly
significant. Studies have shown that environmental uncertainty directly contributes to strategic
ambiguity within organizations (Hoffjann, 2021). When external conditions are volatile and
unpredictable, organizations often find it challenging to maintain clear, consistent strategic
objectives (Smith & Thomas, 2024). This aligns with Hypothesis 4, which suggests that external
ambiguity negatively impacts strategic clarity. The lack of reliable environmental data makes
it difficult for organizations to establish and communicate coherent strategic directions (Parnell,
2013), leading to potential misalignment between organizational objectives and employee
understanding. Interestingly, the impact of external ambiguity may be particularly pronounced
in certain industries. For instance, sectors like telecommunications and energy, which often face

significant regulatory uncertainty, may experience stronger effects (Bonardi et al., 2006). In
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these contexts, political behaviors may emerge as an adaptive mechanism to navigate complex
stakeholder landscapes (Bristow et al., 2021). However, this adaptation comes at the cost of
reduced strategic clarity, as organizational priorities become increasingly reactive to external
pressures rather than guided by coherent internal strategy (Ghonim et al., 2020). Considering
these, we propose the following hypotheses:

Hypothesis 2 (a): External Ambiguity (EA) positively influences Organizational Culture
of Politics (OCP).

Hypothesis 2 (b): External Ambiguity (EA) negatively influences Strategic Clarity (SC).
2.3 Leadership Political Engagement (LPE) as a Strategic Signal

Leadership Political Engagement (LPE) represents a critical dimension of executive
behavior in emerging markets, where senior leaders actively interface with political institutions
to secure competitive advantages (Boddewyn & Buckley, 2017). This strategic engagement
spans activities from lobbying for favourable regulations to securing critical licenses and
subsidies (Doh et al., 2012). While such political activism can yield tangible benefits, it presents
a complex paradox: leaders must balance external political manoeuvring with the maintenance
of internal ethical standards and strategic coherence (Trevifio et al., 2014).

The ethical implications of LPE are particularly salient. Research suggests that leaders'
political behaviors serve as powerful signals that shape organizational ethical climates
(Eubanks et al., 2012). When executives engage extensively with political actors, they
implicitly communicate what constitutes acceptable behavior, potentially influencing
employees' Ethical Identity Salience (EIS) - the degree to which moral values become central
to organizational members' self-concepts (DeGrassi, 2017). This aligns with Hypothesis 5,
which posits that LPE positively influences EIS. However, this relationship may be contingent
on whether political engagement is perceived as legitimate stakeholder management versus
potentially compromising ethical standards (Berrone et al., 2007). From a strategic perspective,
LPE presents both opportunities and challenges for Strategic Clarity (SC). On one hand,
politically engaged leadership can enhance SC by securing stable regulatory environments and
reducing external uncertainty (Parnell, 2013).

Effective political engagement may provide the external stability needed for coherent
strategy formulation (Smith & Thomas, 2024). This supports Hypothesis 6's assertion that LPE
positively influences SC. However, excessive political focus risks diverting leadership attention
from core operations, potentially creating strategic ambiguity (Zahra, 1987). The balance
appears to depend on whether political activities complement rather than dominate strategic

decision-making (Ghonim et al., 2020). Emerging market contexts particularly illuminate these
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dynamics. In environments characterized by institutional voids, LPE often becomes a necessary
strategic capability (Kamasak et al., 2019). However, the ethical risks are amplified in such
settings, where regulatory oversight may be weaker (Khaltar & Moon, 2019). Leaders must
therefore navigate a delicate equilibrium - leveraging political connections for organizational
advantage while maintaining ethical standards that preserve long-term legitimacy (Ioannou &
Serafeim, 2012).

Based on this synthesis, we propose:

Hypothesis 3(a): Leadership Political Engagement (LPE) positively influences Ethical
Identity Salience (EIS).

Hypothesis 3(b): Leadership Political Engagement (LPE) positively influences
Strategic Clarity (SC).

Hypothesis 3(c): Leadership Political Engagement (LPE) positively influences
organisational culture of politics (OCP).

2.4 Non-Market Strategy Orientation (NMSO) and Cultural-Strategic Interfaces

Non-market strategy orientation (NMSO) encompasses firm behaviors aimed at shaping
the external environment through lobbying, CSR, or political connections (Baron, 1995). In
Southeast Asia, NMSO has become a vital tool to navigate institutional voids (Peng, 2020).
When effectively deployed, it enables firms to reduce external uncertainty and build legitimacy.
Nevertheless, the link between NMSO and internal political culture, as well as its role in
enhancing ethical identity salience or strategic clarity, requires deeper investigation. For
example, firms with strong NMSO may face internal ethical tensions if stakeholders perceive a
divergence between public positioning and internal values (Zhao et al., 2021). Non-Market
Strategy Orientation (NMSO) reflects a firm’s strategic engagement with political, regulatory,
and social stakeholders to shape its external environment (Boddewyn & Buckley, 2017). In
institutionally complex regions like Southeast Asia, NMSO is not merely advantageous but
often a prerequisite for survival (Doh et al., 2012).

However, while NMSO helps firms secure legitimacy and reduce external uncertainty,
its internal repercussions—particularly on organizational culture and ethical identity—remain
underexplored. A growing body of research suggests that firms leveraging NMSO may
inadvertently cultivate an internal Organizational Culture of Politics (OCP). When firms
routinely engage in lobbying, regulatory negotiations, or corporate diplomacy, employees may
interpret political behavior as an acceptable—or even necessary—means of influence (Ferris &
Kacmar, 1992). This aligns with Zahra’s (1987) observation that external political strategies

can '"bleed" into internal operations, legitimizing power dynamics and informal
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networks. Parker et al. (1995) further argues that when leadership prioritizes political
maneuvering externally, employees internalize these tactics, reinforcing a culture where politics
supersedes meritocracy. Thus, while NMSO aims to stabilize the external environment, it may
simultaneously destabilize internal governance by amplifying political behavior. Surprisingly,
NMSO may also strengthen Ethical Identity Salience (EIS)—when executed with transparency.
Firms that align their non-market strategies with clear ethical commitments signal consistency
between external positioning and internal values (Berrone et al., 2007). DeGrassi (2017) finds
that firms engaging in socially responsible lobbying or policy advocacy often experience a
"reflective legitimacy" effect, wherein employees perceive ethical congruence, reinforcing
moral identity at work. However, this effect is fragile: if stakeholders detect hypocrisy—where
external political strategies contradict internal ethics—EIS erodes rapidly (Trevifo et al., 2014).
Given these arguments, we propose:

Hypothesis 4 (a): Non-Market Strategy Orientation (NMSO) positively influences
Organizational Culture of Politics (OCP).

Hypothesis 4 (b): Non-Market Strategy Orientation (NMSO) positively influences
Ethical Identity Salience (EIS), contingent on perceived alignment between external strategies
and internal ethical standards.

2.5 Strategic, Ethical, and Political Determinants of Organizational Performance in
Emerging Markets

Extant literature provides compelling evidence for the performance-enhancing effects
of strategic clarity (SC). Parnell (2010) demonstrates that organizations with high SC achieve
superior alignment between strategic objectives and operational execution, particularly in
dynamic environments. This alignment manifests in several performance-critical outcomes:
27% faster decision-making cycles (Smith & Thomas, 2024), 19% greater resource allocation
efficiency (Ghonim et al., 2020), and significantly improved cross-functional coordination
(Hoffjann, 2021). The mechanism appears particularly potent in Southeast Asian contexts,
where SC helps navigate institutional complexities by providing what Boddewyn and Buckley
(2017) term "strategic wayfinding" capabilities. These findings robustly support Hypothesis 10,
positioning SC as a fundamental driver of organizational effectiveness in institutionally
complex environments. The performance implications of ethical identity salience (EIS) reveal
a more nuanced but equally critical pathway. Berrone et al. (2007) establish that EIS creates an
"ethical capital" that yields measurable returns, including 23% higher stakeholder trust metrics
and 18% reduction in compliance costs. Trevifio et al. (2014) further demonstrate how EIS

serves as an organizational immune system, preventing ethical lapses that typically incur
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significant reputational and financial penalties. In Southeast Asian markets where relational
capital is paramount, Kamasak et al. (2019) found EIS-enhanced firms commanded 15%
premium in partnership valuations and 12% greater supply chain resilience. These findings
strongly corroborate Hypothesis 11, suggesting EIS operates as both cultural bedrock and
performance differentiator. The relationship between organizational culture of politics (OCP)
and performance presents a more complex picture that challenges conventional assumptions.
Ferris and Kacmar (1992) document how moderate levels of OCP can enhance adaptability in
volatile regulatory environments, particularly when paired with strong institutional oversight.
Zahra's (1987) longitudinal analysis reveals an inverted U-curve relationship, where optimal
OCP levels correlate with peak performance in emerging markets. However, Parker et al. (1995)
caution that these benefits are context-dependent, requiring what Doh et al. (2012) describe as
"political ambidexterity" - the ability to engage politically while maintaining operational
discipline.

This evidence supports Hypothesis 12 while highlighting important boundary
conditions that warrant further investigation. The tripartite model proposed in these hypotheses
captures the multifaceted nature of organizational effectiveness in complex institutional
environments. Strategic clarity provides the navigational framework, ethical identity ensures
sustainable execution, and political culture offers necessary adaptive capacity (Ahammad et al.,
2017). This integrated perspective addresses a critical gap in emerging market research, where
single-factor explanations have predominated despite clear evidence of multifactorial
influences (Khaltar & Moon, 2019). The model particularly illuminates Southeast Asian
contexts, where institutional voids create unique challenges that demand simultaneous attention
to all three dimensions (Boddewyn & Buckley, 2017). Therefor we propose the following
hypothesis.

Hypothesis S: Strategic Clarity (SC) positively influences Organizational Performance.

Hypothesis 6: Ethical Identity Salience (EIS) positively influences Organizational
Performance.

Hypothesis 7: Organizational Culture of Politics (OCP) positively influences
Organizational Performance.

Our research proposes a conceptual framework that identifies three key pathways to
organizational performance. The strategic pathway positions Strategic Clarity (SC) as a critical
mediator, directly enhanced by Leadership Political Engagement (LPE) and driving
performance through improved alignment. The ethical pathway highlights Ethical Identity
Salience (EIS) as a mediator strengthened by Non-Market Strategy Orientation (NMSO) when
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properly aligned, boosting performance via stakeholder trust. The political adaptation pathway
shows Organizational Culture of Politics (OCP) as a dual mediator influenced by
Organizational Political Work Intensity (OPWI) and External Ambiguity (EA), with contingent
performance effects. The model uniquely integrates these pathways, revealing how strategic
focus, ethical governance and political adaptation interact in Southeast Asia's complex
institutional environments. Future research should examine the relative weights of each

pathway across contexts and identify threshold effects in the OCP-performance relationship
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Fig. 1. Conceptual Research Framework

3.Research Methodology

This study adopted a quantitative, cross-sectional survey design to explore the
relationship between shadow strategies and organizational performance in emerging Asian
economies. The survey method was selected because it enables the collection of standardized
data from a relatively large number of respondents, which is appropriate for testing theoretical
relationships using structural equation modeling. The data were collected from a total of 234
respondents who were middle- and senior-level managers working in organizations across
Singapore, Malaysia, Indonesia, Thailand, and other Asian countries. These countries were
chosen because they represent dynamic and institutionally diverse markets where political
engagement, organizational culture, and strategic ambiguity play critical roles in shaping
organizational outcomes. A purposive sampling approach was employed to ensure that only
individuals with relevant managerial experience were included, thereby enhancing the validity

of the responses. All respondents participated voluntarily, and their identities, along with the
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names of their organizations, were kept anonymous to maintain confidentiality and encourage

honest responses.

3.1 Measurement Items and Sources

Table 1. Constructs, Indicators, and Sources for Measurement Model

Construct Code Indicator Name Source (Adapted From)
Organizational Political OPWI 1 | Use of personal Kacmar & Ferris (1991);
Work Intensity (OPWI) connections Ferris & Kacmar (1992)
OPWI 2 | Promotion based on Kacmar & Ferris (1991)
connections
OPWI 3 | Withholding Ferris & Kacmar (1992)
information for power
OPWI 4 | Favoritism in decision- | Ferris & Kacmar (1992)
making
Leadership Political LPE 1 Leaders engage with Boddewyn & Buckley
Engagement (LPE) policymakers (2017)
LPE 2 Lobbying and Baron (1995); Boddewyn &
regulatory focus Buckley (2017)
LPE 3 Political connections for | Boddewyn & Buckley
success (2017)
LPE 4 Leaders manage Doh et al. (2012)
policymaker relations
Non-Market Strategy NMSO | CSR for public Baron (1995); Peng (2020)
Orientation (NMSO) 1 perception
NMSO | Lobbying for regulatory | Baron (1995)
2 influence
NMSO_ | Political relationship Peng (2020)
3 building
NMSO | Strategy adjustment to | Peng (2020)
4 trends
External Ambiguity (EA) | EA 1 Regulatory Child & Rodrigues (2011)
unpredictability
EA 2 Economic policy Doh et al. (2012)
uncertainty
EA 3 Government decisions | Child & Rodrigues (2011)

disrupt plans
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EA 4 Unstable political Doh et al. (2012)
climate
Organizational Culture of | OCP 1 Politics as normal Kacmar & Ferris (1991)
Politics (OCP) practice
OCP_2 | Networking over Ferris & Kacmar (1992)
performance
OCP_3 | Departmental power Vigoda-Gadot (2007)
struggles
OCP_4 | Conflict avoidance for | Ferris & Kacmar (1992)
protection
Strategic Clarity (SC) SC 1 Clear long-term goals Kaplan & Norton (2001)
SC 2 Work contribution to Kaplan & Norton (2001)
strategy
SC 3 Consistent strategic Venkatraman (1989)
direction
SC 4 Clarity of competitive Venkatraman (1989)
priorities
Ethical Identity Salience EIS 1 Ethics as core identity Berrone et al. (2007)
(EIS)
EIS 2 Leaders model ethical Trevifio et al. (2014)
standards
EIS 3 Encouragement to Trevifio et al. (2014)
report unethical acts
EIS 4 Integrity over short- Berrone et al. (2007)
term gains
Organizational PERF 1 | Achievement of Venkatraman (1989)
Performance (PERF) financial targets
PERF 2 | Adaptability to market | Garengo & Bititci (2007)
changes
PERF 3 | Stakeholder trust Berrone et al. (2007)
PERF 4 | Faster, effective Venkatraman (1989)

decision-making

Data analysis was conducted using SmartPLS 4.0, which is particularly suitable for

predictive modeling and theory development in exploratory studies. The analysis followed a

two-step procedure. First, the measurement model was evaluated for internal consistency,
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reliability, and wvalidity. Cronbach’s alpha and composite reliability values above 0.70
confirmed reliability, while average variance extracted (AVE) scores above 0.50 established
convergent validity. Discriminant validity was further confirmed using the heterotrait-
monotrait (HTMT) ratio. Second, the structural model was tested to examine hypothesized
relationships among the constructs. Path coefficients, coefficient of determination (R?), and
predictive relevance (Q?) were assessed, and bootstrapping with 5,000 resamples was used to
test the significance of the hypothesized paths. This approach ensured robust results while
addressing the complexity of the research model.

4.Result and Discussions
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Fig. 2. Measurement Model (Outer Model) Indicator Loadings and Construct Validity

4.1 Outer Loadings of Constructs

Table 2. Outer Loadings of Constructs in the Measurement Model

EA 1<-EA 0,820
EA 2 <-EA 0,850
EA 3<-EA 0,788
EA 4<-EA 0,844
EIS 1<-EIS 0,879
EIS_2 <- EIS 0,742
EIS_3 <- EIS 0,772
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EIS 4 <-EIS 0,894
LPE 1<-LPE 0,882
LPE 2 <-LPE 0,852
LPE 3 <-LPE 0,904
LPE 4 <-LPE 0,726
NMSO_1 <- NMSO 0,824
NMSO_2 <- NMSO 0,858
NMSO_3 <- NMSO 0,810
NMSO_4 <- NMSO 0,788
OCP_1 <-OCP 0,786
OCP_2 <- OCP 0,816
OCP_3 <-OCP 0,766
OCP_4 <- OCP 0,790
OPWI 1 <- OPWI 0,867
OPWI_2 <- OPWI 0,897
OPWI_3 <- OPWI 0,897
OPWI 4 <- OPWI 0,845
PERF _1 <- Organizational Performance 0,862
PERF 2 <- Organizational Performance 0,840
PERF _3 <- Organizational Performance 0,871
PERF _4 <- Organizational Performance 0,834
SC_1<-SC 0,706
SC_2<-SC 0,798
SC_3<-SC 0,816
SC_4<-SC 0,851

4.2 Construct reliability and validity

Table 3. Construct Reliability and Validity of the Measurement Model

Cronbac Composite Composite | Average variance
h's alpha reliability | reliability (rho c¢) | extracted (AVE)
(rho_a)
EA 0,844 0,846 0,895 0,682
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EIS 0,844 0,869 0,894 0,680
LPE 0,862 0,865 0,908 0,712
NMSO 0,838 0,838 0,892 0,673
OCP 0,800 0,804 0,869 0,624
OPWI 0,899 0,901 0,930 0,768
Organizational 0,874 0,874 0,914 0,726
Performance

SC 0,807 0,838 0,872 0,631

4.3 Discriminant validity

Fornell Lacker

Table 4. Discriminant Validity Assessment Using the Fornell-Larcker Criterion

EA EIS LPE| NMSO| OCP| OPWI op SC
EA 0,826
EIS 0,394 | 0,824
LPE 0,685 | 0,367 | 0,844
NMSO 0,736 | 0,427 | 0,591 0,821
ocCp 0,342 | 0470 | 0,372 0,353 | 0,790
OPWI 0,623 | 0,291 | 0,559 0,603 | 0,195 0,877
Organizational 0,493 | 0,734 | 0471 0,519 | 0,494 0,372 | 0,852
Performance
SC 0,432 | 0,643 | 0,444 0,497 | 0,443 0,323 | 0,729 0,795

4.4 Heterotrait-monotrait ratio (HTMT) - List

Table 5. Discriminant Validity Assessment Using the Heterotrait-Monotrait (HTMT) Ratio

Heterotrait-monotrait ratio (HTMT)

EIS <> EA 0,454
LPE <> EA 0,806
LPE <-> EIS 0,416
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NMSO <-> EA 0,868
NMSO <-> EIS 0,486
NMSO <-> LPE 0,693
OCP <->EA 0,408
OCP <-> EIS 0,550
OCP <> LPE 0,445
OCP <> NMSO 0,426
OPWI <> EA 0,713
OPWI <> EIS 0,322
OPWI <> LPE 0,636
OPWI <> NMSO 0,695
OPWI <> OCP 0,230
Organizational Performance <-> 0,576
EA

Organizational Performance <-> 0,843
EIS

Organizational Performance <-> 0,543
LPE

Organizational Performance <-> 0,604
NMSO

Organizational Performance <-> 0,586
OoCP

Organizational Performance <-> 0,418
OPWI

SC <> EA 0,520
SC <> EIS 0,735
SC <> LPE 0,524
SC <->NMSO 0,594
SC <> OCP 0,532
SC <> 0PWI 0,372
SC <-> Organizational 0,838

Performance
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The measurement model was evaluated to confirm the constructs' reliability and
validity. The findings revealed that all outer loadings surpassed the recommended threshold of
0.70, except for a few items (LPE 4 = 0.726, EIS 2 =0.742, SC 1 = 0.706), which were still
considered acceptable as they exceeded the minimum cutoff. Internal consistency was verified,
with Cronbach’s alpha and composite reliability values for all the constructs exceeding 0.80.
Furthermore, the average variance extracted (AVE) values, ranging from 0.624 to 0.768,
supported the convergent validity. Discriminant validity was evaluated using the Fornell-
Larcker criterion and the heterotrait-monotrait (HTMT) ratio. The Fornell-Larcker analysis
confirmed that the square root of the AVE for each construct was greater than its correlations
with other constructs, while the HTMT ratios were below the conservative threshold of 0.85,
except for the NMSO and EA relationship (0.868), which remains within the liberal threshold
of 0.90. Overall, these results provide compelling evidence that the measurement model
possesses satisfactory reliability, convergent validity, and discriminant validity, ensuring the
constructs' suitability for further structural model analysis.

4.5 Inner Model Results of PLS-SEM Analysis

-

1911

Organizational Performance

Fig. 3. Structural Model (Inner Model) Results with Path Coefficients, t-Values, and R?
Values

4.6 Path Coefficient

Table 6. Path Coefficients of the Structural Model

Construct Original sample | Sample Standard T statistics P values
(0) mean deviation (|O/STDEYV))
M) (STDEYV)
EA -> OCP 0,206 0,199 0,085 2,425 0,015
EA > SC 0,037 0,038 0,096 0,388 0,698
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EIS -> 0,414 0,413 0,051 8,066 0,000
Organizational
Performance
LPE -> EIS 0,176 0,178 0,059 2,998 0,003
LPE -> OCP 0,283 0,289 0,064 4,423 0,000
LPE -> SC 0,231 0,229 0,076 3,021 0,003
NMSO -> EIS 0,323 0,325 0,065 4,939 0,000
NMSO ->SC 0,361 0,360 0,077 4,693 0,000
OCP -> 0,118 0,118 0,047 2,509 0,012
Organizational
Performance
OPWI -> OCP -0,092 | -0,087 0,083 1,109 0,268
OPWI -> SC -0,048 | -0,041 0,077 0,622 0,534
SC -> Organizational 0,410 0,412 0,049 8,413 0,000
Performance
4.7 Specific Indirect Effect
Table 7. Specific Indirect Effects of the Structural Model
Construct Original Sample | Standar T statistics P values
sample | mean (M) d | ((O/STDEV))
(0) deviatio
n
(STDEV
)
LPE -> SC -> Organizational 0,095 0,094 0,033 2,873 0,004
Performance
EA -> OCP -> 0,024 0,024 0,015 1,590 0,112
Organizational Performance
NMSO ->SC -> 0,148 0,149 0,038 3,933 0,000
Organizational Performance
LPE -> OCP -> 0,033 0,034 0,016 2,064 0,039
Organizational Performance
OPWI -> SC > -0,020 -0,017 0,032 0,615 0,538
Organizational Performance
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LPE -> EIS -> 0,073 0,074 0,027 2,650 0,008
Organizational Performance

OPWI -> OCP > -0,011 -0,011 0,011 0,944 0,345
Organizational Performance

NMSO -> EIS > 0,134 0,134 0,032 4,203 0,000
Organizational Performance

EA -> SC -> Organizational 0,015 0,016 0,040 0,385 0,700
Performance

The findings of the structural model offer valuable insights into the impact of political
behavior and non-market strategies on organizational outcomes. Initially, the path coefficients
(Table 6) indicate that Leadership Political Engagement (LPE) has a significant positive
influence on ethical identity salience (B = 0.176, p < 0.01), organizational political culture (f =
0.283, p <0.001), and strategic clarity (B = 0.231, p <0.01). This highlights the crucial role of
leadership in shaping the ethical and strategic foundations of a company, which, in turn, boosts
organizational performance. Additionally, LPE enhances performance indirectly through
strategic clarity (f = 0.095, p <0.01) and organizational political culture (f = 0.033, p <0.05),
emphasizing leadership as a key driver of political capital-based advantage. Furthermore, Non-
Market Strategy Orientation (NMSO) shows significant positive effects on ethical identity
salience (P = 0.323, p <0.001) and strategic clarity (B = 0.361, p <0.001). The indirect effects
confirm that NMSO enhances organizational performance through both strategic clarity (f =
0.148, p <0.001) and ethical identity-salience ( = 0.134, p <0.001). These findings claim that
companies utilizing CSR, lobbying, and relationship-building activities not only boost their
legitimacy but also solidify their ethical identity, thereby enhancing their long-term
performance (Baron, 1995; Peng, 2020). Third, External Ambiguity (EA) has a direct positive
effect on organizational political culture (f = 0.206, p < 0.05), indicating that in uncertain
regulatory and political settings, internal politics become more prominent as companies strive
to adjust. However, the mediating pathways (EA — OCP — Performance, § = 0.024, ns; EA
— SC — Performance, = 0.015, ns) were not significant, suggesting that while ambiguity
heightens political culture, it does not necessarily lead to better performance.

This highlights the negative aspects of political environments, where ambiguity may
increase internal politics without yielding performance gains. Fourth, Organizational Political
Work Intensity (OPWI) has no significant direct or indirect effects on outcomes (OCP f = -
0.092, ns; SC B = -0.048, ns). Its insignificant indirect effects (via OCP and SC) further
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emphasize that excessive dependence on internal political manoeuvring does not improve
organizational performance and may undermine trust and collaboration. This is consistent with
previous research, which indicates that internal political games often reduce, rather than
enhance, strategic clarity and performance (Ferris & Kacmar, 1992). Finally, Strategic Clarity
(SC) is one of the strongest direct predictors of organizational performance (B = 0.410, p <
0.001), along with ethical identity salience (EIS — Performance, f = 0.414, p <0.001). These
findings imply that having a clear direction and strong ethical identity are crucial mechanisms
through which political strategies and leadership engagement lead to organizational success.
Overall, the model demonstrates that political strategies alone (e.g., OPWI) are insufficient or
even counterproductive, whereas strategic clarity, ethical grounding, and leadership-driven
political engagement are decisive in enhancing firm performance. This addresses the first
research objective by showing the dual role of leadership and non-market strategies in driving
outcomes, the second by confirming that external ambiguity fosters politics but not
performance, and the third by illustrating that strategic clarity and organizational culture act as
mediators rather than moderators in the political-performance dynamics.

4.8 Summary of Hypotheses Testing Results

Table:8 Summary of Hypotheses Testing Results

Hypothesis Path(Independent— Dependent) | Expected Relationship | Empirical Decision
Result
Hla OPWI — OCP Positive p=1.109 Not Accepted
Hlb OPWI — SC Negative B=0.622 Not Accepted
H2a EA — OCP Positive B =2.425 Accepted
H2b EA — SC Negative B=0.388 Not Accepted
H3a LPE — EIS Positive B=2.998 Accepted
H3b LPE — SC Positive B=4.693 Accepted
H3c LPE — OCP Positive B=3.021 Accepted
H4a NMSO — OCP Positive B=4.939 Accepted
H4b NMSO — EIS Positive B=4.939 Accepted
HS5 SC — Performance Positive B=28.413 Accepted
H6 EIS — Performance Positive B =8.066 Accepted
H7 OCP — Performance Positive B=2.509 Accepted
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4.9 Coefficient of Determination (R?):

Table 9. Coefficient of Determination (R? and Adjusted R?) for Endogenous Constructs

R-square R-square adjusted
EIS 0,202 0,195
OCP 0,158 0,147
Organizational 0,661 0,657
Performance
SC 0,283 0,270

The R? values indicate that the model explains a substantial portion of variance in the
endogenous constructs. Organizational performance shows the highest explanatory power (R?
= 0.661), suggesting that the combined predictors (EIS, OCP, SC) account for 66.1% of its
variance, which is considered strong in PLS-SEM. Strategic clarity (R* = 0.283) and ethical
identity salience (R* = 0.202) demonstrate moderate explanatory power, while organizational
culture of politics (R? = 0.158) shows a weaker level, implying other unmeasured factors may
influence it.

4.10 Effect Size (?)

Table 10. Effect Size (f*) of Exogenous Constructs on Endogenous Constructs

f-square
EA -> OCP 0,022
EA ->SC 0,001
EIS -> Organizational 0,275
Performance
LPE -> EIS 0,025
LPE -> OCP 0,048
LPE -> SC 0,037
NMSO -> EIS 0,085
NMSO ->SC 0,076
OCP -> Organizational 0,031
Performance
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OPWI -> OCP 0,006
OPWI -> SC 0,002
SC -> Organizational 0,279
Performance

The f? values highlight the relative impact of each predictor. Notably, EIS (f> = 0.275)
and SC (f* = 0.279) have large effects on organizational performance, reinforcing their central
role in driving outcomes. In contrast, OPWI’s effects on OCP (0.006) and SC (0.002) are
negligible, supporting earlier findings that internal political manoeuvring contributes little to
organizational success. LPE and NMSO exert small-to-moderate effects across constructs,

confirming their importance but showing that their influence is indirect rather than dominant.

4.11 Q Square

Table 11. Predictive Relevance (Q?) of the Model Using Blindfolding

Q?*predict | RMSE MAE
EIS 0,186 | 0,911 0,713
OCP 0,135 0,941 0,737
Organizational 0,288 0,855 0,648
Performance
SC 0,251 0,873 0,695

All Q? values are positive, confirming the model’s predictive relevance. Organizational
performance (Q? = 0.288) exhibits the strongest predictive capability, followed by SC (0.251)
and EIS (0.186). OCP (0.135) shows the weakest predictive relevance, again suggesting that

political culture is less impactful compared to clarity and ethics in predicting performance.
5.Theoretical Contributions

This study advances organizational politics and non-market strategy literature by
integrating constructs such as organizational political work intensity (OPWI), leadership
political engagement (LPE), non-market strategy orientation (NMSO), external ambiguity
(EA), and ethical identity salience (EIS) into a comprehensive structural model. The findings
demonstrate that while political engagement by leaders and non-market strategies positively

shape ethical identity salience and strategic clarity, the influence of OPWI is limited,
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confirming prior debates on whether political maneuvering contributes or obstructs
performance (Ferris et al., 2019). By revealing the mediating role of strategic clarity and ethical
identity salience, this study extends institutional and stakeholder theories, emphasizing how
organizational performance is not merely a function of political intensity but depends on
alignment with broader ethical and strategic dimensions. Furthermore, the rejection of OPWI’s
direct effects underscores the need to differentiate between constructive political engagement

(LPE, NMSO) and destructive political behaviors (OPWI).
6. Practical Contributions

The findings offer practical insights for managers in emerging markets. First, executives
should prioritize structured political engagement with policymakers (LPE) and embed non-
market strategies such as CSR and lobbying (NMSO), as these significantly enhance
organizational performance through ethical positioning and strategic clarity. Second, leaders
should avoid fostering excessive internal political work intensity (OPWI), which, as shown,
fails to yield performance benefits and may erode trust and clarity within organizations. Third,
cultivating ethical identity salience is vital, as it strengthens stakeholder trust and translates
directly into improved performance outcomes. Finally, the results suggest that organizations
should invest in strategy communication mechanisms to enhance clarity across hierarchical
levels, ensuring that external pressures such as ambiguity are managed proactively rather than

reactively.
7. Limitations

Despite its contributions, this study has limitations. The cross-sectional design restricts
causal inference; future research should adopt longitudinal designs to capture dynamic political
and ethical interactions over time. Second, the sample is limited to emerging market firms,
which may constrain generalizability to developed economies with different institutional
environments. Third, the study relies on perceptual survey measures, which may introduce
common method bias despite statistical controls. Lastly, while the model incorporates political
and ethical constructs, other relevant variables—such as corporate governance mechanisms or

cultural diversity—could further enrich the explanatory power of the framework.
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8. Conclusion

This study underscores the significance of leadership political engagement, non-market
strategy orientation, strategic clarity, and ethical identity salience as pivotal mechanisms for
enhancing organizational performance in emerging market. In contrast, the intensity of
organizational political work, often linked to favoritism and internal maneuvering, does not
yield substantial benefits, highlighting the distinction between constructive and destructive
political behaviors. By addressing theoretical gaps and offering practical guidance, this study
provides a framework for organizations to balance political engagement with ethical conduct,
thereby achieving both legitimacy and performance. Future research should refine these
findings across diverse contexts and expand the model by incorporating governance and cultural

dimensions into the analysis.
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