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Abstract: The research aims to examine the influence of the nature of the industry, negative
encouragement, and a flawed regulatory system on organizational performance through the
practice of corruption in the construction industry of Indonesia. To achieve this purpose,
cross-sectional self-administered questionnaires were distributed among 350 managers
using a convenient sampling technique. The quantitative research approach and Partial
Least Squares-Structural Equation Modelling (PLS-SEM) technique were applied for the
analysis of the collected data. The results of the regression analysis show that the nature of
the industry has a positive and significant impact on organizational performance and the
practice of corruption. Similarly, a flawed regulatory framework also has a positive and
significant impact on organizational performance and practices of corruption. Negative
encouragement also has a positive and significant impact on organizational performance
and the practice of corruption. The study reveals that the practice of corruption also has a
positive and significant impact on organizational performance. These significant findings
contribute to the existing body of literature, providing new insights for future researchers.
The research could also assist policymakers and regulators in understanding the importance
of these factors to improve organizational performance by addressing corruption practices
in the construction industry in Indonesia.
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Effects of Nature of Industry, Negative Ecouragement and Flawed Fegulatry System on
Organisational Performance: Role of Corruption in Indonesia's Construction Sector

1. Introduction

Performance is a description related to the level of achievement in implementing a
program of activities or policies aimed at realizing a goal outlined in a strategic plan. (Gray,
2021). Performance, in the corporate context, is frequently associated with the cumulative
value of work outcomes realized by all elements within an industry, aligning with the
overarching objectives encapsulated in the industry's vision and mission. Moreover,
organizational performance is discerned as an attainable level, contingent upon judicious
managerial decisions (Baumol, 2002). Managers have control over making strategic
decisions, which include technical and operational capabilities that can influence
organizational performance (Caillier, 2018). Various outcomes arising from organizational
performance can be characterized by both positive and negative effects within the
construction industry (Keenan & Rostami, 2021). However, when examining the adverse
repercussions, they are undoubtedly intricately linked to the presence of certain activities,
notably in the form of corrupt practices (Habiyaremye & Raymond, 2018). Several studies
have stated that the practice of corruption in construction is one of the issues in public
policy because it can hinder economic development and impede the improvement of the
quality of life in the country (Loosemore & Lim, 2015). Corruption is also construed as a
longstanding economic malady prevalent in nations globally, persisting in contemporary
times (Owusu et al,, 2018). On the other hand, if countries have good practices to control
corruption, it can makes it easier for policy makers to have a more modern, realistic
understanding of the causes and ways to overcome the occurrence of these actions
(Graycar & Monaghan, 2015).

In addition to institutional theory, which posits that the engagement in corrupt
practices is pivotal for enhancing organizational performance (OP) (Lui, 1985).
Consequently, a viewpoint posits the existence of an encompassing relationship
between corruption and OP (Treisman, 2007). Various elements constituting corrupt
practices encompass political and judicial factors, historical, social, and cultural
factors, as well as economic factors (Dreher, 2006). Alternative research contends that
influential factors such as the nature of the industry, flawed regulatory systems, and
negative encouragement, primarily oriented towards personal gain (Manoharan etal,,
2023), may be mitigated through effective corruption control measures.

One of the primary determinants influencing unethical conduct in the construction
industry, and subsequently impacting organizational performance, is the nature of the
industry. This association arises from inherent characteristics within construction
projects, characterized by official bureaucracy, intricate transactions, and the substantial
scale of infrastructure investments, all contributing to vulnerability and the potential
occurrence of corrupt practices (Addo, 2021). In comparisons over time and among
locations, where clear benchmarks are lacking for evaluating distinct project requirements
and conditions, the necessity arises to streamline tasks and inflate costs, consequently
fostering behaviour in the form of bribery (Lyrio, Lunkes, & Taliani, 2018). Indeed, not only
the construction industry but almost all sectors are susceptible to bribery practices,
facilitating inappropriate actions. The construction industry plays a significant role in the
economic advancement of a country (Yap etal., 2022).

The second factor, which can serve as a precursor to the manifestation of corrupt
practices (Yap et al, 2022), is flawed regulatory systems. These flawed systems
manifest in the form of deficient permits or licenses, flawed regulations, inadequate
sanctions, and lax supervision (Andrews et al, 2019; Ren & Patten, 2019). The
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occurrence of regulatory systems, in this context, is attributable to the incapacity of
individuals, groups, or industries to uphold a system uncontaminated by other factors
that may induce actions violating ethical standards (Power, 2013).

Negative encouragement, identified as the third influential factor in corrupt
practices within the construction industry (Petersen, 2021), demonstrates a myriad of
diverse negative influences stemming from the environment and geography. The
presence of avarice and self-interest serves as a motivational force leading to corrupt
acts. The perpetration of such acts often stems from ignorance and a lack of remorse
on the part of the individual or group involved. This lack of remorse is rooted in the
belief that the actions being undertaken are ethically justifiable. While individuals with
lower moral standards find the rationalization process relatively straightforward,
those with higher moral standards perceive fraudulent behaviour as psychologically
and criminologically intricate, emphasizing the complexity associated with ethical
considerations (Othman, Shafie, & Hamid, 2014). The three predictors of corrupt
practices exhibit a proximate association with performance, wherein commendable
performance is conducive to fostering economic growth.

The preceding discourse has highlighted that the nature of the industry, flawed
regulatory systems, and negative encouragement are pivotal factors contributing to
corruption, which may, in turn, impact performance positively. However, empirical
studies still present several gaps. Prior research predominantly focused on alternative
sectors, such as public service offices (Juliao-Rossi, Losada-Otalora, & Catdlico-Segura,
2023), the manufacturing sector (Athanasouli & Goujard, 2015), and the field of
pharmacy and health (Calciolari, Prenestini, & Lega, 2018) utilizing culture as a
supporting theory and employing a qualitative approach. There remains a scarcity of
quantitative investigations specifically within the construction sector (Owusu et al,,
2018). To address these gaps, the current research focuses on the private sector within
the construction industry of Indonesia. The rapid growth of construction in Indonesia
aligns with the government's commitment to developing facilities and infrastructure
for economic advancement. With a focus on the significance of the construction
industry and addressing prior gaps, this research aims to examine the influence of the
nature of the industry, negative encouragement, and flawed regulatory systems on
organizational performance through corrupt practices. Data were collected from 275
construction industry managers in Indonesia using a convenient sampling technique.
The study's findings contribute positively to existing literature and offer practical
implications for policymakers and regulatory bodies, emphasizing the importance of
factors that can enhance the performance of the construction industry by addressing
corrupt practices. The subsequent sections of the paper are organized into the
following four chapters: literature review, research methodology, data analysis and
results, and discussion and conclusion.

2. Literature Review

2.1 Institutional Theory

Institutional theory, initially devised for the regulation of human interactions,
encompasses the set of laws, regulations, conventions, and norms enforced by each
organization to attain its desired goals (Locatelli et al., 2017; Mwelu et al,, 2021). In

71



Effects of Nature of Industry, Negative Ecouragement and Flawed Fegulatry System on
Organisational Performance: Role of Corruption in Indonesia's Construction Sector

the application of institutional theory, three essential elements, namely cognitive
culture, rules, and norms, constitute its framework. In this context, cognitive culture
pertains to symbols, beliefs, and shared understanding that shape individual
behaviour (Denisova-Schmidt & Prytula, 2017; Jun, Kim, & Rowley, 2019; Malec,
2018). Regulatory elements, constituting the second facet of institutional theory, are
associated with the enforcement of legally binding contracts that have been mutually
agreed upon and signed by both parties (Geels, 2004). The normative element, the
third facet of institutional theory, pertains to the professionalism level, encompassing
norms and values that constitute a set of rules governing compliance within the
construction domain (Mwelu et al., 2021).

2.2 Nature of the Industry

The nature of the industry, regarded as an intrinsic characteristic, comprises several
interconnected components forming a complex network. This characteristic, being a
form oflegacy, signifies the industry's specificity, with the presence of intricate activities
that are not easily alterable (Yap et al,, 2022). According to (Locatelli et al., 2017; Zhang
et al, 2017), the inherent characteristics of an industry can contribute to corrupt
practices, indicating that corruption is a discernible outcome when the nature of the
industry readily engages in activities such as bribery, misuse of information, nepotism,
providing employment or benefits to family members or associates, or seeking
donations in exchange for assistance. Elements shaping the industry's nature, as
outlined by Le et al. (2014), categorize the industry's characteristics into several
dimensions: project uniqueness, intricate transaction chains, official bureaucracy, work
concealment due to overlap, and the scale of infrastructure investment. The facets
characterizing the industry's nature, as elucidated by Locatelli et al. (2017), represent
opportunities individuals exploit for personal gain. This phenomenon is attributed to
several factors, including the project's processes, its inherent nature, the financial
involvement, and the competitive landscape.

H1: The nature of the industry influences corrupt practices.

2.3 Flawed Regulatory System

Per the perspective of (Mwelu et al, 2021), a flawed regulatory system
encompasses crucial aspects, notably the presence of a system deemed as flawed. This
indicates the occurrence of unethical conduct, facilitating the manifestation of corrupt
practices. The accrual of substantial assets, particularly monetary ones, achieved
through personal accomplishments, is linked to the existence of such a flawed system
(Power, 2013). This can be perceived as financial stress manifested through business
failures or unsuccessful investments in the market, thereby incentivizing wrongdoers
to engage in fraudulent activities. When viewed broadly, it reflects a failure of the
company or the construction industry to meet expectations, highlighting the need for
rectifying or implementing a more effective system to achieve and surpass anticipated
outcomes (Fiirstenberg, Starystach, & Uhl, 2022).

Several constituents constitute integral components of a flawed regulatory system,
encompassing political pressures, excessive involvement of multiple parties,
exclusivity towards certain entities, and the perpetuation of an unaltered system
(Brennan & McGrath, 2007). The dimensions characterizing a flawed regulatory
system, as articulated by Yang et al. (2016), encompass a deficient legal framework,
insufficient oversight, inadequate sanctions, and the existence of flawed licenses.
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H2: Flawed regulatory systems influence corrupt practices.

2.4 Negative Encouragement

Negative encouragement may be characterized as an absence of remorse and the
indifference exhibited by the offender to rationalize errors resulting from the committed
offense (Dellaportas, 2013). This serves as a mechanism wherein organizational members
establish that fraudulent behaviour is deemed acceptable in their cognitive framework.
Individuals with lower moral standards find the rationalization process facile, while those
with a higher moral code may find it challenging, necessitating self-convincing through the
creation of justifications in the offender’'s mind (Dellaportas, 2013). Encouragement, both
internal and external, manifests in the conduct of fraudsters who adhere to widely
accepted norms of civility, fostering trust among individuals. This behaviour is facilitated
by the perpetrator's demeanour and character, which adeptly persuades other parties . On
the contrary, the individual engaging in deception, as they do not perceive themselves as
criminals, must rationalize their transgressions internally before carrying them out.

The contemporary investigation into the fraud triangle centres on comprehending
the mechanisms of fraud, frequently originating from individuals with ethical
concerns. Organizations prioritize the implementation of rigorous control measures
to proactively forestall or promptly detect fraudulent activities, with the objective of
discouraging potential perpetrators or detecting any fraudulent behaviour in its
incipient stages (Naumann, Bowden, & Gabbott, 2020). Factors contributing to or
influencing motives can be categorized into two: the existence of unwarranted
resistance, and a pronounced inclination towards strict accounting and an intense
pursuit of consensus for the purpose of seamless execution. The dimensions of
negative encouragement, as outlined by Zhang et al. (2017), involve the existence of a
triangular framework directing the manifestation of motives within an individual. This
framework comprises elements such as inherent selfishness and greed, low income,
misconceptions about culture, and deficiencies in skills and ethical understanding.

H3: Negative encouragement influences corrupt practices.

2.5 Practice Corruption

Corruption is a deliberate conduct driven by distinct motives to secure mutual
benefits, despite its inherent potential to inflict harm on various parties. The
engagement in corrupt practices is motivated by diverse considerations primarily
aimed at securing personal benefits and advantages (Butt, 2020; de Korte et al., 2021).
The underlying causes of corrupt practices perpetrated by individuals or groups, as
identified by (De Jong, Henry, & Stansbury, 2009), encompass factors such as poverty,
power dynamics, cultural influences, ignorance, societal moral quality, weak state
institutions, and co-morbid elements. In terms of the characteristics associated with
the occurrence of corrupt practices, as per the observations of (Gunduz & Onder,
2013), these acts typically involve multiple participants, distinguishing them from
embezzlement or theft. They tend to be clandestine, marked by obligation and mutual
benefit factors, an inclination to conceal behind legal justifications, access to
supportive conditions (e.g., power, authority, relationships), fraud against multiple
parties, and a perceived contradiction experienced by the actor between their function
and role and the existing reality, along with a gap between public interest and the
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interests of individuals, groups, or organizations.

H4: Corrupt practices influence organizational performance.

2.6 Organizational Performance

Performance serves as a metric for assessing the attainment of organizational
goals, influenced by the interplay among the capacities, motivation, and aspirations of
an organization, group, or individual. Organizational performance, on the other hand,
encapsulates the entirety of the outcomes achieved by the organization. According to
(Nobanee & Ellili, 2020), performance encompasses demonstrated achievements and
the capacity to work effectively and efficiently, involving elements such as authority,
discipline, and initiative. The proficient management of human resources is a pivotal
factor contributing to work achievements and overall organizational performance.
(Lee, Azmi, Hanaysha, Alzoubi, & Alshurideh, 2022) further findings indicate that
individuals represent highly valuable assets in the context of organizational
operations. To date, work performance has primarily been confined to the outcomes
achieved by individuals and organizations in pursuit of goals delineated by their
respective authorities and responsibilities (Kumar & Pansari, 2015). Assessing an
institution's success through its lecturers' performance is crucial, as performance
measurement elucidates an individual's capability in fulfilling assigned tasks.

Various factors that contribute to organizational performance aligning with the
company's expectations, as outlined by (Camilleri, 2021), encompass facilities as
mediums for activities, a focus on resources (both tangible and intangible), and support
from all members. The support from all members is particularly crucial as it plays a
significant role in fostering success and sustainability, reflecting a sense of care within the
organization. Components facilitating robust performance sustainability, as per Sabino et
al. (2021), include subjects, involving technological changes, competitors, and customers
as initial determining factors, and processes, specifically process capability.

H5: The nature of the industry influences organizational performance.
H6: Negative encouragement influences organizational performance.
H7: Flawed regulatory system has influence on organizational performance.

3. Research Framework

Nature of the Industry
(x1

Flawed Regulatory
System
(X2)

Organizational
Performance
(Y1)

Practice
Corruption
v

Negative
Encouragement
(X3)

Figure 1.1 Conceptual Framework.
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In light of the preceding literature review, the research framework depicted in
Figure 1 has been conceptualized by the researchers. Within this framework, the
nature of the industry, a flawed regulatory system, and negative encouragement serve
as independent variables, practice corruption operates as a mediating variable, while
organizational performance is the dependent variable.

4. Methodology

The research aimed to examine the influence of the nature of the industry, a flawed
regulatory system, and negative encouragement on both practice corruption and
organizational performance. To fulfil this objective, we employed a quantitative research
methodology. Quantitative research endeavours to enhance knowledge and
comprehension of the social world, utilizing methods that enable the observation of
situations or events impacting individuals (Lazaraton, 2005). Quantitative research yields
objective data that can be effectively conveyed through statistical analysis and numerical
representations (Lazaraton, 2005). Our research adopted an explanatory nature,
contributing substantial value by elucidating the underlying reasons behind the observed
phenomena (Bentouhami, Casas, & Weyler, 2021). It permits researchers to delve deeper
into causation and relationships that may not be immediately apparent through
alternative research methodologies. Through elucidating fundamental mechanisms and
augmenting our comprehension of intricate issues, explanatory research contributes to
informed decision-making and the formulation of effective solutions for real-world
challenges (Bentouhami, Casas, & Weyler, 2021). Furthermore, a cross-sectional research
design was employed, entailing the collection of data at a singular point in time via a self-
administered questionnaire. Cross-sectional studies are frequently favoured over
longitudinal studies due to their expedited implementation. Due to their faster
implementation, cross sectional studies are often preferred over longitudinal studies
(Spector, 2019).

4.1 Research Instrument

The assessment of the nature of the industry (X1) utilizes instruments outlined by
Locatelli et al. (2017), tailored to the specifics of the current research. The
measurement of the flawed regulatory systems variable (X2) employs instruments
derived from Yang et al. (2016), suitably adapted for this study. Flawed regulatory
systems, as perceived by managers, are characterized by defects or violations of
established rules. The measurement of negative encouragement is grounded in the
work of Zhang et al. (2017), with adjustments made to align with the requirements of
this research. The evaluation of practice corruption is rooted in the perspective
presented by Owusu et al. (2018), modified to suit the context of this study. The
assessment of organizational performance refers to the methodology proposed by
McCartney and Fu (2022), adapted to align with the objectives of this research. All of
the constructs were measured on five-point Likert Scale. The questionnaire was
disseminated to 350 managers in the construction industry, and among them, 290
responses were collected. For the final analysis, 285 questionnaires were deemed
valid and eligible for further examination.
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5. Data Analysis and Results

5.1 Assessment of Measurement Model

The data was analysed from two perspectives: measurement and structural,
utilizing the Partial Least Squares (PLS)-Structural Equation Modelling (SEM)
technique through Smart PLS. The measurement model was assessed for convergent
and discriminant validity. Convergent validity was evaluated through factor loadings,
composite reliability, alpha, and average variance extracted. The recommended
benchmarks for these metrics include factor loadings exceeding 0.5, composite
reliability surpassing 0.7, Cronbach's alpha exceeding 0.7, and average variance
extracted surpassing 0.5. All the values surpass the previously discussed thresholds.
Specifically, the Average Variance Extracted (AVE) values for NTI, FRS, NE, PC, and OP
are 0.886, 0.816, 0.840, 0.835, and 0.735, respectively. These values imply that all
indicators of each variable are adequately captured by the latent variable. The
Composite Reliability (CR) results indicate values above 0.7, with NTI at 0.939, FRS at
0.930, NE at 0.913, PC at 0.938, and OP at 0.893. These CR values affirm the reliability
of all instruments.

Moreover, for discriminant validity, the Heterotrait-Monotrait (HTMT) values
should be below 0.85 or 0.90. The aforementioned values are summarized in Tables 1
and 2 for reference.

Table.1: Convergent Validity.

Codings Loadings CR AVE S.E P value
NTI1 0.941 0.939 0.886 0.051 <0.001
NTI2 0.941 0.051 <0.001
FRS1 0.893 0.930 0.816 0.051 <0.001
FRS2 0.905 0.051 <0.001
FRS3 0.912 0.051 <0.001
NE1 0.916 0.913 0.840 0.051 <0.001
NE2 0.916 0.051 <0.001
PC1 0.913 0.938 0.835 0.051 <0.001
PC2 0.938 0.051 <0.001
0C3 0.890 0.051 <0.001
OP1 0.848 0.893 0.735 0.052 <0.001
0op2 0.881 0.051 <0.001
OP3 0.842 0.052 <0.001

Note: NTI-nature of industry, FRS-flawed regulatory system, NE-negative
encouragement, PC-practice corruption, OP-organization performance.

Table.2: Discriminant Validity.

NTI FRS N.E PC oP
NTI 0.941
FRS 0.833 0.903
N.E 0.753 0.768 0.916
PC 0.679 0.707 0.775 0.914
OP 0.735 0.726 0.702 0.655 0.857

Note: NTI-nature of industry, FRS-flawed regulatory system, NE-negative
encouragement, PC-practice corruption, OP-organization performance.
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5.2 Assessment of Structural Model

Following the evaluation of the measurement model, the subsequent step involves
testing the study hypotheses. The research hypotheses were tested utilizing the
bootstrap resampling technique with 5000 iterations. The results from the Partial
Least Squares Structural Equation Modelling (PLS-SEM) analysis reveal that the
Nature of Industry (NI) exhibits a positive and significant impact on both Practice
Corruption (PC) and OP. This suggests that the inherent characteristics of the industry
may cultivate an environment conducive to corrupt practices, influencing overall
performance.

Similarly, the Flawed Regulatory System (FRS) demonstrates a positive and
significant impact on both PC and OP. This indicates that deficiencies in oversight and
governance contribute to the prevalence of corruption, potentially impeding
organizational effectiveness within the construction sector.

Furthermore, Negative Encouragement (NE) exhibits a positive and significant
impact on both PC and OP. This underscores the detrimental influence of external
pressures or discouraging factors that perpetuate corrupt behaviours, ultimately
affecting the operational and organizational outcomes of the industry.

It is crucial for the construction industry in Indonesia to address these identified
factors in order to mitigate corruption, enhance regulatory frameworks, and improve
overall performance, thereby fostering sustainable growth and development. The
aforementioned results are depicted in Figure 2.

Figure 1.2 Effect Test Results.
Note: NTI-nature of industry, FRS-flawed regulatory system, NE-negative
encouragement, PC-practice corruption, OP-organization performance.

6. Discussion

Operational performance (OP) plays a pivotal role in introducing novel elements to
the construction industry, particularly in systems encompassing goods and services in
Indonesia. This, undoubtedly, hinges on the pivotal role of leaders or managers who
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exhibit a profound motivation in executing their performance-related activities. A robust
motivation to attain optimal performance serves as the cornerstone of success in the
construction industry. To this end, the NI, FRS, and NE emerge as critical factors that can
influence OP by mitigating PC. Consequently, the research aims to examine the impact of
NI, FRS, and NE on OP through the mediation of PC in the construction industry in
Indonesia. The NI demonstrates a positive and significant impact on PC. This positive
and significant influence of NI on PC underscores the distinctive characteristics inherent
in the Indonesian construction sector. These results indicate that the intricate network
involving contractors, subcontractors, and suppliers, along with decentralized decision-
making processes within the Indonesian construction industry, creates opportunities
for rent-seeking behaviour and corrupt practices. The competitive and often adversarial
nature of contracts, combined with information asymmetry and project complexity,
contributes to an environment conducive to corruption. These findings align with prior
empirical research suggesting that the nature of corruption influences corrupt practices,
thereby diminishing organizational performance (Addo, 2021).

The outcomes of data analysis reveal that FRS similarly exerts a positive and
significant influence on PC. This noteworthy impact of FRS on PC underscores the
susceptibilities arising from governance inadequacies within the Indonesian
construction context. Scholarly investigations have consistently highlighted the
existence of regulatory loopholes, insufficient enforcement, and bureaucratic
inefficiencies as contributing factors that facilitate corrupt practices (Slijepcevi¢, Rajh,
& Budak, 2020). This has detrimental consequences for both project outcomes and the
overarching performance of the industry, resulting in elevated project expenses,
delays, and compromised infrastructure quality, thereby impeding economic
development. These findings align with prior research (Bachelard, 2010; Gadowska,
2010; Tvedten & Picardo, 2018), which similarly asserted that a flawed regulatory
system contributes to the occurrence of practice corruption. Additionally, NE exhibits
a positive and significant impact on PC. This significant influence of NE on PC
underscores the role of external pressures or discouraging factors that perpetuate
corrupt practices within the Indonesian construction industry Kohler and Dimancesco
(2020). demonstrate the impact of pervasive social norms, client expectations for
expeditiousness, and the anticipation of unofficial payments on decision-making and
behaviours within construction projects. The normalization of corrupt practices,
whether due to societal acceptance or client demands, fosters a deleterious
environment that not only affects project-specific outcomes but also undermines trust
and integrity within the industry. Consequently, this hampers the overall performance
and growth of the industry. These conclusions find support in pertinent studies (Li,
Tang, & Huhe, 2016; Petersen, 2021), which similarly assert that NE exhibits a positive
influence on the occurrence of corrupt practices within organizations.

The results additionally demonstrate that PC has a positive and significant impact
on OP. These findings align with the institutional theory of PC, often described as
habits and categorized under intrinsic and extrinsic motivation. This theory carries
significant influence on performance as it pertains to behaviours naturally occurring
in the social environment, where individuals tend to act in accordance with internal
motivations and external stimuli from the environment or other entities (Gray, 2021;
Habiyaremye & Raymond, 2018; Nguyen et al.,, 2022). The results are in line with
previous studies (Alola et al., 2021; Kirya, 2020) which also stated that PC has an
influence on OP. On the contrary, subsequent results indicated that negative
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encouragement positively and significantly influences OP. These findings imply that
the impact of negative encouragement on OP prompts thought-provoking
considerations for the Indonesian construction sector. It suggests that uncertainty or
critical evaluation may instigate a more cautious approach, leading to improved
decision-making and risk mitigation strategies. In the construction industry, a careful
outlook might nurture a culture of thorough planning, rigorous quality control, and
risk management, thereby contributing positively to overall OP, despite the
counterintuitive nature of negativity's impact. Some prior research (Grimaldi,
Fernandez, & Carrasco, 2021) supports the idea that the nature of the industry
influences organizational performance.

Finally, NE also exhibits a positive and significant impact on OP. The research
outcomes, highlighting the positive and significant influence of NE on the OP of the
Indonesian construction industry, suggest a distinctive dynamic within this sector.
Such findings may indicate that constructive criticism or challenges to conventional
thinking foster a culture of improvement and resilience. In a challenging field like
construction, critical feedback might stimulate innovative problem-solving, encourage
thorough planning, and drive a culture of continuous improvement that could
ultimately enhance overall organizational performance, despite the unexpected
positivity associated with negativity. This is because negative encouragement reflects
aspects where managers display unethical behaviour, lack certain skills, have low
ethical standards, experience a sense of low income, and harbour significant
selfishness and greed, all of which contribute to its impact on organizational
performance. Earlier studies (Butt, 2020; de Korte et al,, 2021) assert that negative
encouragement impacts organizational performance.

7. Implications

The research provides both practical and theoretical contributions. Theoretical
contributions involve enhancing existing literature by elucidating the interconnections
among factors such as the NEI, FRS, and NE, with their subsequent impact on PC and OP.
The study emphasizes the contextual significance of these factors within the Indonesian
construction industry, prompting further exploration into personalized interventions,
behavioural economics, and governance models to counter the negative effects of
corruption and enhance OP. In the realm of construction management, the study identifies
the influence of various variables on organizational performance, emphasizing the need
for behaviours aligned with rules and norms to achieve success in terms of benefits, time,
quality, safety, and comfort for all stakeholders.

From a practical standpoint, these findings provide valuable insights for
policymakers and industry stakeholders to formulate effective strategies for
eradicating corruption and enhancing OP within the Indonesian construction industry.
Recognizing the significant impacts of the NI, FRS, and NE on PC and OP underscores
the need for comprehensive reforms in regulatory frameworks, the promotion of
ethical leadership, and the reshaping of industry culture. Addressing governance
deficiencies, regulatory loopholes, and societal norms that perpetuate corrupt
behaviours is crucial. Practical implications involve the development of targeted
policies, training programs, and awareness campaigns to instigate a cultural shift
toward integrity, transparency, and innovation within the construction sector.
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Stakeholders should collaborate to create an environment that encourages ethical
behaviour, discourages negative influences, and fosters a culture of continuous
improvement and best practices, thereby enhancing overall OP and ensuring
sustainable growth in the Indonesian construction industry.

8. Limitations and Future Directions

This research exclusively concentrated on the construction industry, which has
adopted and been reaccredited with the implementation of a clearly defined standard,
namely ISO 37001:2016. The construction industry demonstrates a profound
understanding of the benefits accrued and is cognizant of the challenges associated
with certain behaviours that breach ethical norms. The findings of this research cannot
be universally applied to all industries, necessitating further in-depth investigations
for subsequent studies. Moreover, the study primarily focused on the direct mediating
effects, overlooking other potential variables such as national culture, among others,
that could act as moderators between independent and dependent variables. Future
research could benefit from a more comprehensive approach by incorporating both
quantitative and qualitative methodologies, as the current study exclusively utilized a
quantitative research approach.

9. Conclusion

The study was conducted on the construction industry of Indonesia to present a
comprehensive understanding of the relationship between the NI, a FRS, NE on the
practice of corruption, and OP. Employing a quantitative design and utilizing the PLS
analysis technique to test the effect of each hypothesis, the study collected responses
from 285 managers in the construction industry, spread across all regions in
Indonesia. The results of the PLS- SEM techniques show a positive and significant
impact of NI, FRS, and NE on adopting corrupt practices within the industry, leading
to detrimental effects on project outcomes and hindrances to overall performance.
Furthermore, PC also has a positive and significant impact on OP. On the other hand,
NI, PC, and FRS also have positive and significant impacts on OP. The study's findings
emphasize the urgency of addressing systemic weaknesses, enhancing regulatory
frameworks, and fostering a culture of improvement and resilience within the
Indonesian construction sector to promote ethical conduct and OP. Limitations include
the industry-specific focus and the need for future studies exploring various other
industries, considering moderating variables, and adopting mixed-method
approaches for comprehensive insights.
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