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Abstract

This study aims to analyze the effect of organizational change (i.e., technostructure change, work procedure, and
individual) on organizational climate and organizational performance. By using the census technique, the respondents
are all employees of regional drinking water company (PDAM) in Kendal regency of Indonesia. Data are analyzed
using simple and multiple regression analysis. The results show that technostructure change partially has a significant
negative effect on organizational climate, while work procedure and individual change have a significant positive
effect on organizational climate. Furthermore, organizational change simultaneously has a significant positive effect
on organizational climate and organizational performance.
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1. Introduction

Along with improving the quality of life of the community and competition in the era of globalization, every
development carried out by public organizations is required to always look excellent. Public organizations drive the
mission of service to improve the welfare of the community, wherein serving the community, it is expected to appear
with the best quality and competence.

In Law Number 32 of 2004 concerning the regional government, it is stated that one of the sources of regional revenue
(PAD) is the result of a regional-owned company. However, PAD had no significant effect on improving the
community's welfare. There are some indications that PAD has only burdened the regional government with various
hidden subsidies and pseudo costs, so that PAD has no independence to carry out its business. To optimize the function
of the PAD, the Kendal District Government issued a Regional Regulation Number 14 of 2003, concerning to Regional
Water Supply companies that directly changed the institutional structure existing in PAD. This is intended to realize a
professional, effective, and efficient bureaucratic system in carrying out activities to be able to provide quickly, easily
and cheaply services to the community.

The enactment of these regulations results in organizational change, with the principle of poor structure but rich in
functions. This has influenced situational aspects, where employees can be motivated to adjust to the demands of the
job. Meanwhile, on the other hand, employees who are unable to adjust this paradigm change are psychologically
regarded as threatening job security and causing conflict, which can have an impact on morale. These conditions
require organizations to always make various efforts to improve employee and organizational performance. Based on
the facts, it can be assumed that organizational climate and performance are related to organizational change which
includes elements of technostructure, work procedures, and individual change (Ignatius, 2007).

2. Literature Review

There are many factors influence employee performance including organizational change and organizational climate.
The purpose of organizational change is to control the work atmosphere, in this case, is the organizational climate, so
that the members of the organization are not affected by the change takes place. A conducive organizational climate
will result in increased organizational abilities or performance to be able to survive and develop, as suggested by
Ignatius (2007). Therefore, it is very important to know how to create organizational climate that leads to work
innovation among employees (Nybakk & Jenssen, 2012; Shanker, Bhanugopan, van der Heijden, & Farrell, 2017).
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Isaksen and Ekvall (2010) note that organizational climate that supports work innovation is the main point and biggest
challenge in managing organizations to achieve competitive advantage. Besides, if an organization can develop
organizational climate that is considered positive by individuals, this condition tends to result in a higher level of
motivation, commitment and employee involvement, which leads to increase organizational performance. Importantly,
organizational climate has a positive and significant effect on employee innovation and creativity in organizations
(Crespell & Hansen, 2009; Nybakk, Crespell, & Hansen, 2011; Nybakk & Jenssen, 2012).

2.1 Organizational Change

Beckhard and Pritchard (1991) argue that organizational change is a business plan that includes organizational change
as a whole, and is handled by top management to improve organizational effectiveness and performance. The main
purpose of organizational change is to seize opportunities, by moving from the current status quo to better conditions.
Thus, sustainable performance can be the main justification for organizational change (Lozano, 2013). Organizations
have become the main focus of attention and are considered to have the resources, technology and motivation to work
towards more sustainable organizations.

The elements of organizational change according to Stoner, Freeman, and Gilbert Jr (1996) include:

1. Change in technostructure, namely a change made jointly to change aspects of the organizational structure and
technology used in the production process, which includes replacing equipment, engineering processes, research
techniques or production methods.

2. Change in work procedures, namely a structural change in the form of rearranging internal systems, such as
communication lines, work, or management hierarchy.

3. Individual change, namely a change in employees, who try to change employee behavior by focusing on the skills,
attitudes, perceptions, and expectations.

Specifically, there have been some past studies on organizational change for sustainability performance in the
manufacturing sector with focus on examining the barriers to change (Neri, Cagno, Di Sebastiano, & Trianni, 2018;
Thomas-Seale, Kirkman-Brown, Attallah, Espino, & Shepherd, 2018; Trianni, Cagno, & Neri, 2017). However,
organizational change becomes a driver of sustainable performance in the metal manufacturing industry (Feng, Huang,
& Wang, 2018; Orji, 2019).

2.2 Organizational Climate

Organizational climate is a set of internal features that distinguish one organization from another (Davis & Newstrom,
1989). The elements that build the organizational climate are open organizational structures, dynamic performance
standards, management style, vertical and horizontal communication, and employee involvement and participation in
the organization.

Dimensions of organizational climate such as autonomy and introduction of knowledge and information seem to have
a positive impact on innovative behavior (Krause, 2007). In particular, when individuals work in environments where
autonomy is perceived to exist, they may experience greater free-will and take action on their own ideas and work
processes thereby increasing work innovation (Si & Wei, 2012).

Some studies have found that organizational climate has a close relationship with performance (Akbaba & Altindag,
2016; Cuadra-Peralta, Veloso-Besio, Iribaren, & Pinto, 2017; Shahin, Shabani Naftchali, & Khazaei Pool, 2014;
Shanker et al., 2017). T. Akbar (2009) and Suarningsih, Alamsyah, and Thoyib (2013) found a positive effect between
organizational climate on employee performance.

2.3 Performance

Kusnadi (2002) defines performance as any movement, action, implementation, activity or conscious action directed at
achieving certain goals and targets. Factors that influence the improvement of organizational performance according to
Bernardin (1993) are output quality and quantity, timeliness, work effectiveness, independence, and work
commitment.

2.4 Hypotheses Development

The hypotheses proposed in this study are as follows:

H1: Change in technostructure has a significant effect on organizational climate
H2: Change in work procedures has a significant effect on organizational climate
H3: Change in individuals has a significant effect on organizational climate
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H4: Change in technostructure, work procedures, and individual simultaneously has a significant effect on
organizational climate.

H5: Change in organizational climate has a significant effect on organizational performance
3. Research Methods

The sample of this study was 149 employees of PDAM Tirta Daya Maju, Kendal Regency in Indonesia. The data
analysis technique used is multiple and simple linear regression with SPSS version 11. Hypothesis testing is done by
t-test to determine the effect partially and F test to find out the effect simultaneously.

The data in this study were obtained using 149 questionnaires distributed to respondents, but there were 114
questionnaires were returned and suitable to use. The number of male respondents was 79.8%, and 20.2% were women.
Respondents with elementary school education were 9.6%, junior high school was 10.5%, senior high school was
70.2%, middle experts were 4.4%, and undergraduate program was 5.3%. This shows that at the time of the study, the
education level of respondents was dominated by those with high school education. 2.6% of respondents were less than
30 years old, 42.1% were between the ages of 30-40 years, and 55.3% were over 40 years old.

4. Results

Table 1. Multiple regression analysis

B t-ratio p
Change in technostructure -0.105 -2.371 0.019
Change in work procedures 0.174 2.050 0.043
Change in individuals 0.125 2.155 0.033
Constant 3.327 1.471 0.144
Adjusted R? 0.100
F-Ratio 5.182
p 0.0020
DW 1.449
N 114

a. Dependent variable: Organizational Climate

Table 1 performs the final regression equation model as follows:

y =3.327 — 0.105X1 + 0.174X2 + 0.125X3
The results of this study indicate that change in technostructure has a negative sign which means that between
technological change in structure and organizational climate is inversely proportional. The high change in
technostructure in the organization has resulted in a declining organizational climate. Furthermore, change in work

procedures and individual have a positive sign, which indicates that increasingly good change in work procedures and
the individual can improve the organizational climate.

Table 2. Simple regression analysis

B t-ratio p
Organizational climate 0.212 2.321 0.022
Constant 13.860 18.658 0.000
R? 0.046
F-Ratio 5.388
p 0.022
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N 114

a. Dependent variable: Organizational performance

Based on Table 2, it shows the simple regression equation model as follows:
Z=13.860 +0.212y

The regression coefficient in the organizational climate has a positive sign. This indicates that organizational climate
change is getting better and can improve organizational performance. Hypothesis 1 testing produces a value of t count
of -2,371 with a significance level of 0.019. This shows that hypothesis 1 is accepted. Testing of hypothesis 2 produces
a value of t count of 2.050 with a significance level of 0.043. This shows that hypothesis 2 is accepted. Testing of
hypothesis 3 produces a value of t count of 2.155 with a significance level of 0.033. This shows that hypothesis 3 is
accepted. Testing of hypothesis 4 uses a simultaneous test that the calculated F value is 5.182 with a significance value
of 0.002 which means that hypothesis 4 is accepted. Testing hypothesis 5 produces a value of t count of 2.321 with a
significance level of 0.022. This shows that hypothesis 5 in this study was accepted.

4.1 Coefficient of Determination (R?)

The magnitude of the coefficient of determination of the simple regression model in this study is 0.046 or 4.6%. This
can be interpreted that as much as 4.6% organizational performance can be explained by the organizational climate.

5. Discussion

Organizational change that includes the change in technostructure, work procedures, and individual, in this study show
a significant effect on organizational climate. Change in technostructure has a negative effect on organizational climate.
This means that the higher technostructure change in the organization can result in a decrease in the organizational
climate. The reason is the application of computerized technology applied to data processing in PDAM Tirta Daya
Maju without being balanced with adequate knowledge from employees. Therefore, it takes employees who are skilled
in processing data using a computerized system. With the application of computerized technology, it is expected that
employees can carry out a more efficient work process so that it can support the productivity of the company. With this
change, company leaders are required to be able to prepare their employees to be skilled in applying the use of
computers in carrying out the task of providing services to the community. So in this situation employees who feel they
do not have the skills to use a computer system will feel unable to work, and will be excluded from fellow workers who
have mastered the use of computers. This will obviously lead to discomfort in work and can result in a decrease in the
quality of the organizational climate expected by the company.

Structural change in the form of specialization of work, departmentalization, centralization, and decentralization of
work result in the creation of division of labor, appropriate lines of authority, change in management control range,
description of positions, fields of responsibility, and reporting relationships, which in the implementation of
downsizing structures but main tasks and maximum function. Or in other words, organizations that are poor in
structure but rich in functions. This has the effect of threatening security and conflict which affects decreasing work
morale, high absenteeism and low work mativation that will create an organizational climate that is not conducive
(Leavitt, 1996). The results of this study support the research conducted by Khasawneh (2018); Niemi (2018);
Pangumpia (2013) which concluded that organizations that are associated with factors applying technology change
such as the use of communication technology can have a significant impact on the organizational climate.

Change in work procedures has a positive and significant effect on organizational climate. This was conceived by the
intention that organizational climate change was largely determined by the size of the level of change in work
procedures. Simplification of work procedures, work efficiency, implementation of the chain of command, with the
new system increasingly clarifying employees in work, must report to whom, who is the boss, how many subordinates
can be directed effectively and efficiently by a leader, so that this directly affects the creation of an improved
organizational climate. Research conducted by Supriyadi (2005) found that employee commitment, job satisfaction,
and change in organizational structure are factors that influence organizational change.

Individual change has a positive and significant effect on organizational climate. This means that individual change is
increasing such as improving employee skills, motivation, attitudes, perceptions, employee expectations, and the
creation of a good work environment, the better the organizational climate manifests in the company. This result is in
line with the study conducted by Marinova, Cao, and Park (2019); Sukengsari and Sobirin (2005); Zientara and
Zamojska (2018) suggesting that among one of the organizational change variables in the form of change in individual
employees has a positive and significant effect on the change in employee behavior and organizational climate.
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Change in technostructure, work procedures, and individual jointly influence the organizational climate of the
company. This means that change in both the bad or high and low organizational climate is largely determined by
change in technology structure, change in work procedures, and individual change that occur in the company.

Organizational climate has a positive and significant effect on organizational performance. This means that change in
the level of organizational performance is largely determined by the high and low organizational climate that occurs in
the company. The more employees get treatment, positive support, and good attention from the leadership, the
employees will get protection and protection, so that all employees will strive to create a conducive work climate, so
employees will try to optimize their performance (Mor Barak, Cherin, & Berkman, 1998). The better organizational
climate, employee performance will be better driven, which means increased organizational performance. In line with
the research conducted by (A. B. Akbar, Udin, Wahyudi, & Djastuti, 2018; Audenaert, Decramer, Lange, &
Vanderstraeten, 2016; Bosak, Dawson, Flood, & Peccei, 2017; Nugroho, 2013; Sudarmanto Alugoro, 2002) show that
organizational climate and motivation have a positive effect on employee performance.

6. Conclusion

This study concludes that 1) change in technostructure affect the organizational climate; 2) change in work procedures
affect the organizational climate; 3) individual change affect the organizational climate; 4) change in technology
structure, work procedures and individual simultaneously affect organizational climate; and 5) organizational climate
affects organizational performance.

The implications of this study are related to efforts to create a better organizational climate and improve organizational
performance, the application of technological change must be carried out together with increasing employee
knowledge and skills about new technology. This can be done by holding or involving employees in continuous
training, courses or training programs. Organizations also need to place employees according to their work and
expertise. For this reason, management can do rolling or transfer to employees.

Management must be able to motivate employees towards positive performance to realize the organization's vision and
mission, such as a change in employee attitudes, perceptions and expectations of the organization. Management places
employees according to professionalism and not based on seniority. Management provides opportunities for
employees to attend school or lectures after work time is over, also management can provide compensation following
with the tenure of the employees.

The limitations of this study are the objects of research that are still limited when compared to the conditions in similar
companies. Therefore, future research needs to expand the research area so that the research model developed can be a
reference for PDAMs in other regions.
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