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Abstract

Employee engagement is a critical factor in organizational success, particularly in the context of local governments, where
effective public service delivery is paramount. Understanding the antecedents of employee engagement is essential for
enhancing productivity, job satisfaction, and overall organizational performance. This study aims to identify the factors of
organizational structure that contribute to employee engagement among the local government workforce in Malaysia. It
is a quantitative study involving a total of 389 employees from 98 local government agencies. The findings indicate that
the level of employee engagement, centralized hierarchy, and formalized job codification among the Malaysian local
government workforce is high. Furthermore, the results reveal a moderate level of formalized rule observation and cen-
tralized decision-making. These findings also suggest a significant relationship between the antecedents and employee
engagement. Regression analysis demonstrates that the centralized hierarchy of authority is the most influential factor
in employee engagement. Additionally, the results of the moderation analysis show that the relationships between
organizational factors and employee engagement are not influenced by gender and tenure in service. In conclusion,
this study demonstrates that the employee engagement of the local government workforce in Malaysia is significantly
affected by the four factors of organizational structure. These results support the importance of organizational structure,
thereby contributing to the current literature on the effectiveness of local governments in Malaysia.
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1 Introduction

Today’s dynamic workforce demands that every organization incorporate human resource development (HRD) practices
into their strategic plans to remain competitive and viable in their industry [1]. This need aligns with the philosophy of
organizational development, which emphasizes adaptability, continuous learning, and innovation to meet evolving
demands. Organizational development prioritizes fostering employee engagement, skill enhancement, and aligning
individual goals with organizational objectives [2]. Originating from the necessity for organizations to adapt to an ever-
changing environment, it emphasizes planned change strategies to navigate external forces effectively [3].
Organizational change and development are driven by constant interactions with external forces, such as competi-
tors, customers, government, stakeholders, politics, suppliers, society, and unions [4]. As a result, both public and private
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organizations must continually evolve to remain relevant and sustainable. These changes have a profound impact on
employee engagement by shaping employees'roles, attitudes, and job satisfaction. Consequently, employee engage-
ment emerges as a critical determinant of motivation, productivity, and organizational commitment [5].

Employee engagement is defined as the readiness of employees to invest cognitive, physical, and emotional resources
into their tasks with passion. It manifests through their competence, effort, and enthusiasm in daily work [6]. Engaged
employees demonstrate a profound commitment to their roles, characterized by deep cognitive involvement in their
tasks and the ability to perform at a high level of proficiency. Building on this understanding, it is important to explore
the various factors that shape employee engagement, including organizational structure elements such as centralized
decision-making, hierarchy of authority, and formalized job codification [7]. For instance, while centralized decision-
making may enhance goal clarity, rigid hierarchies might limit employee autonomy. Similarly, formalized job codification
provides role clarity, fostering confidence and commitment, whereas rule observation promotes fairness and consistency
in the workplace. Variables, such as gender and tenure, also play a role, with longer tenure often associated with deeper
organizational loyalty and gender dynamics influencing inclusion and recognition [8].

Essentially, employee engagement reflects the sense of belonging those employees feel toward their organization,
shaping the discretionary effort they contribute to achieving organizational goals [9]. This concept serves as a cornerstone
of organizational development, as employee engagement directly impacts both individual and collective performance.
In the broader context of organizational development, fostering employee engagement is crucial for achieving sustain-
able growth and performance.

Theoretical perspectives, such as the Social Exchange Theory (SET), provide a foundational framework for under-
standing engagement. SET suggests that social behavior results from negotiated exchanges between parties, aiming
to maximize benefits and minimize costs [10]. This theory emphasizes reciprocity and interdependence, proposing that
employees feel obliged to reciprocate when organizational resources are provided. Engaged employees, therefore, exhibit
deep commitment through heightened cognitive, emotional, and physical efforts. Conversely, disengagement arises
when organizational support is insufficient, highlighting the antecedents and consequences of employee engagement
[11]. While SET offers valuable insights into the direct effects of organizational resources, other theoretical models further
expand the understanding of how dynamics various workplace dynamics influence engagement.

Building on this foundation, the Job Demands-Resources (JD-R) model offers a mediating perspective by emphasizing
the interplay between job demands and resources [12]. The JD-R model posits that employee engagement is influenced
by the direct provision of resources and how these resources mediate the relationship between job demands and out-
comes [13]. For instance, job resources, such as autonomy, support, and developmental opportunities, can buffer the
adverse effects of high job demands, fostering engagement even in challenging environments [14]. This framework com-
plements SET by highlighting the critical role of balancing demands and resources to create a sustainable and motivating
work environment. This mediating role underscores the importance of balancing organizational demands with adequate
support systems to maintain employee motivation and commitment. Thus, incorporating both direct and mediating
theoretical perspectives enhances the understanding of employee engagement dynamics within organizations.

In examining these theoretical models, it is essential to consider how they apply to specific organizational contexts. In
Malaysia, the context of employee engagement in local governmental organizations presents unique challenges shaped
by specific structural and cultural dynamics. Governed by the Local Government Act 1976, these organizations operate
within a centralized framework with formalized service schemes that can limit employee mobility, career progression,
and overall engagement. Compounding these issues are financial constraints, inefficient service delivery, and public dis-
satisfaction, underscored by recurring complaints about delays, lack of enforcement, and subpar service quality [8-10].
These contextual factors highlight the pressing need to adapt engagement strategies to address both structural limita-
tions and cultural nuances, paving the way for enhanced organizational performance and public trust.

The issue of performance-related problems among civil servants in local Malaysian governments is a frequently dis-
cussed topic that is often reported in the local media [15]. For instance, nearly 40% of civil servants missed annual
performance targets, citing reasons such as inadequate training, resource allocation, and unclear performance metrics
[16]. Supervisor interviews further reveal widespread dissatisfaction with time management and accountability among
staff [17, 18]. These factors, coupled with low levels of employee engagement, detrimentally impact organizational
performance, particularly in local governmental organizations [16].

Despite extensive research on employee engagement in broader public and private sectors, there remains a significant
gap in understanding the factors that influence engagement within Malaysian local governments. Previous studies have
predominantly focused on structural inefficiencies and service quality issues without investigating how organizational
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elements such as centralization, hierarchical structures, and rule enforcement directly affect employee engagement [19].
Bridging this gap is essential for developing HRD strategies tailored to the specific needs of this sector.

The lack of employee engagement in investor local Malaysian governments demands urgent attention, as it risks
tarnishing the nation’s reputation and undermining foreign investors'confidence in local governance. Recognizing the
critical role of employee engagement in influencing satisfaction and performance, this study aims to identify the key
factors affecting engagement in Malaysia’s local governmental organizations. By addressing the barriers and enablers
of engagement, this research seeks to provide actionable insights for HRD strategies.

This paper begins by contextualizing the study through a comprehensive literature review, outlining key theories,
employee engagement concepts, and organizational structure factors. The methodology section details the research
design and data collection process, followed by the presentation of findings. The discussion section interprets these
findings in light of existing literature and theoretical frameworks. Finally, the paper concludes with a summary of insights,
study limitations, and practical recommendations for policymakers and practitioners.

2 Literature review
2.1 Employee engagement

Turner [13] defines engagement as a positive, fulfilling, work-related state of mind characterized by vigor, dedication,
and absorption. According to Ababneh [14], employee engagement involves the cognitive, emotional, and behavioral
relationship employees maintain with their jobs and organizations, along with the effort and enthusiasm they
invest in their daily work. It encompasses being psychologically present while conducting organizational functions.
Additionally, it involves fulfilling job roles with a high level of personal energy and resources. This dedication is reflected
in employees'thoughts, feelings, and actions, subsequently enhancing both organizational performance and individual
well-being. For example, employees demonstrating vigor often take the initiative to exceed their performance targets,
such as completing projects ahead of deadlines or offering innovative solutions to workplace challenges [20]. Similarly,
dedication can be seen when employees display a strong commitment to organizational values, actively participating
in team collaborations and volunteering for additional responsibilities. Absorption is evident when employees lose
track of time while deeply engaged in their tasks, maintaining focus, and delivering high-quality outcomes. These
behaviors collectively contribute to improved workplace dynamics and individual satisfaction. The concept of employee
engagement influences employees'cognitive thoughts, emotional feelings, and physical actions, impacting their
commitment and thereby affecting both individual and organizational performance [21].

2.2 Organizational structure factors as antecedents of employee engagement

The theoretical framework for this study draws upon Social Exchange Theory and the Job Demands-Resources model
to explore how organizational structure factors act as antecedents of employee engagement. Previous studies have
identified a range of antecedents to employee engagement, including job characteristics, perceived organizational and
supervisor support, rewards and recognition, leadership, and opportunities for learning and development [11]. These
antecedents are considered resources that promote engagement, as employees tend to reciprocate higher engagement
levels when they perceive these factors as supportive.

Weber [22] further suggested that employee engagement is influenced by organizational structure, which
encompasses decision rights, information technologies, the quality of line managers, performance measures and
rewards, and opportunities for growth and development. In line with this, the current study focuses specifically on four
organizational structure variables: centralized decision-making, hierarchy of authority, formalized job codification, and
rule observation, which are viewed as resources that can influence employee engagement. According to SET, these factors
are seen as organizational"qgifts"that employees reciprocate with higher levels of engagement [23]. When employees
perceive their organization as providing clarity in roles, decision-making processes, and rule adherence, they are more
likely to engage in return.

The JD-R model further supports this framework by categorizing organizational structure elements as either job
resources or job demands. In this context, hierarchy, formalized job codification, and rule observation are conceptual-
ized as job resources, as they help employees understand their roles, reduce ambiguity, and create a supportive work
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environment that fosters engagement. However, centralized decision-making, which limits employees’autonomy and
involvement in decision-making, is considered a job demand that can potentially reduce engagement. Therefore, this
study utilizes the combined insights of SET and JD-R to examine how these organizational structure factors contribute
to employee engagement, taking into account the dual role of organizational elements as either supportive resources
or limiting demands.

2.2.1 Centralized decision-making and employee engagement

Decision-making refers to how centralized an organization is in allocating resources and creating policies. In contrast,
the sub-construct of the hierarchy of authority examines the extent to which employees depend on their superiors when
making decisions, including how this dependence influences their autonomy, efficiency, and overall effectiveness in
the workplace [24]. For example, a highly hierarchical structure might restrict employees’ability to make independent
decisions, potentially slowing down processes and reducing innovation [24]. Centralized decision-making can offer clear
and consistent direction for the organization. When employees grasp top management’s goals and decisions, it fosters a
sense of purpose and alignment. However, centralized decision-making significantly influences employee engagement
[25]. While it enhances clarity, efficiency, and consistency, it also has the potential to limit autonomy, stifle creativity, and
erode trust. For instance, a lack of autonomy can diminish employee motivation by reducing their sense of ownership
and control over their work. Similarly, stifling creativity may hinder innovation within the organization, as employees are
less likely to propose novel solutions or improvements when they feel constrained by rigid structures.

2.2.2 Hierarchy of authority and employee engagement

The hierarchy of authority refers to the levels of power and responsibility in an organization, outlining who makes
decisions and how communication flows [26]. In recent years, the conventional top-down approach of rigid hierarchies
has shifted toward more inclusive organizational structures. For example, many companies now adopt flat hierarchies
or matrix structures, where decision-making is decentralized, and cross-functional collaboration is encouraged. These
modern approaches foster better communication, innovation, and employee empowerment. Modern organizations
recognize that fostering empowerment, transparency, and open communication enhances employee engagement
significantly within various hierarchical levels. Consequently, employees exhibit higher productivity, creativity, and
resilience, thereby improving overall organizational performance [27]. Balancing a structured hierarchy with an engaged
workforce remains a contemporary challenge for forward-thinking organizations. To address this, many companies
embrace new organizational theories, such as agile management, leverage advanced technologies to streamline
communication, and prioritize employee well-being through flexible work policies and supportive cultural initiatives.
Managing hierarchy significantly influences employee engagement; a supportive, transparent, and empowering structure
enhances engagement, while a rigid, closed, and authoritarian hierarchy may lead to disengagement [28]. This assertion
aligns with principles from the JD-R model, which highlights those supportive organizational structures serve as job
resources that foster engagement by buffering against job demands. Empirical studies, such as those by Bakker and
Demerouti [29], provide evidence that transparent communication and empowerment in hierarchical settings contribute
to higher levels of employee motivation and reduced burnout.

2.2.3 Formalized job codification and employee engagement

The formalized job codification, as explained by Johari and Yahya [19], delineates an organization’s explicit establishment
of rules and procedures associated with jobs and the scope of work in various contexts. This process significantly aligns
with the precision evident in employees’job descriptions, dictating their expected duties in compliance with established
regulations. By offering clear and standardized job descriptions, roles, and responsibilities [30], formal job codification
aids in enhancing employees’'understanding of their job expectations, thereby reducing ambiguity and confusion. For
example, organizations like Toyota have successfully implemented job codification through their standardized work
processes, which have improved employee engagement by fostering a clear understanding of expectations and reduc-
ing operational inefficiencies. Similarly, Google uses formal job codification within its project teams to clarify roles while
maintaining flexibility, which has been linked to high levels of collaboration and employee satisfaction. Furthermore, a
structured job codification system often incorporates well-defined career paths and advancement opportunities, con-
tributing positively to employee engagement through increased clarity, fairness, and prospects for career development.
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2.2.4 Rule observation and employee engagement

Rule observation denotes the practice of adhering to established rules, regulations, guidelines, procedures, or policies
within an organization or specific context [31]. To ensure that employees not only follow rules but also perceive them as
meaningful and aligned with organizational goals, leaders can actively communicate the rationale behind these rules,
demonstrating their connection to broader objectives such as efficiency, fairness, and safety. For instance, framing
compliance with safety protocols as a commitment to employee well-being fosters a sense of purpose and alignment with
organizational values. Additionally, involving employees in the development or refinement of rules can enhance their
relevance and acceptance. It involves individuals or groups consistently obeying prescribed rules in their daily activities
and decision-making. Adherence to organizational policies significantly impacts overall organizational functioning
by offering clear work guidelines promoting consistency in processes and expectations [32]. Clarity and security in
roles arise when employees understand expectations and consistently follow the rules, thereby potentially boosting
engagement. Employees aligning with these values and observing associated rules are more likely to experience purpose
and connection to the organization, enhancing engagement.

2.3 Moderation of gender

Gender significantly shapes individual experiences and perceptions within the workplace [33, 34]. Gender-related
dynamics have been widely explored in organizational behavior [35]. For instance, gender differences in communication
styles significantly impact employees’perceptions and responses to centralized decision-making within organizations.
Research suggests that women may prefer more participatory decision-making processes. Organizational culture
plays a vital role: inclusive cultures promote positive perceptions of centralized decision-making [36]. The connection
between the hierarchy of authority and employee engagement is influenced by gender dynamics, resulting in varying
individual experiences. Traditional hierarchies, often male-led, can lead females to perceive inequality and a lack of
representation, affecting their engagement as they may feel undervalued [37]. Formalized job codification, encompassing
job classification and salary structures, can contribute to gender pay gaps significantly when roles traditionally held by
women are undervalued compared to similar positions predominantly occupied by men. Perceptions of inequity in job
categorization and advancement due to gender biases can lead to decreased engagement, hindering career progression.

2.4 Moderation of tenure in the service

In organizational dynamics, the duration of one’s service, commonly known as tenure, significantly intertwines with vari-
ous organizational elements [38]. Centralized decision-making, hierarchy of authority, formalized job codification, and
adherence to rules emerge as influential factors shaping employee engagement. The interaction between tenure and
these factors is profoundly significant, examining how service duration interacts with centralized decision-making pro-
cesses, hierarchical structures, job roles, and rule adherence. This exploration aims to elucidate the intricate relationship
between service tenure and the precursors of employee engagement, shedding light on how organizational structures
and decision-making frameworks impact employees'commitment and involvement levels. Understanding these dynamics
becomes crucial for organizations seeking to optimize workforce engagement within the evolving professional landscape
(Fig. 1). The current study proposes the following hypotheses based on an extensive literature review:

H,. Centralized decision-making significantly predicts employee engagement in Malaysian local governments.

H,. The hierarchy of authority significantly predicts employee engagement in Malaysian local governments.

H;. Formalized job codification significantly predicts employee engagement in Malaysian local governments.

H,. Rules observation significantly predicts employee engagement in Malaysian local governments.

Hs. Gender moderates the relationship between independent variables (centralized decision-making, hierarchy of
authority, formalized job codification, and rule observation) and employee engagement in Malaysian local governments.

He. Tenure in service moderates the relationship between independent variables (centralized decision-making,
hierarchy of authority, formalized job codification, and rule observation) and employee engagement in Malaysian local
governments.
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3 Methodology
3.1 Participants

This research was conducted in local government agencies across 11 states of Peninsular Malaysia, encompassing 14
City Councils, 31 Municipal Councils, and 53 District Councils. The local government agencies were selected for this study
due to their critical role in public service delivery and their direct impact on community well-being [39]. These agencies
represent a diverse range of organizational sizes, local contexts, and service scopes, providing a robust sample to examine
the antecedents of employee engagement across varying operational environments.

These entities comprise 15,286, 15,607, and 9149 employees, respectively, totalling 40,042 employees governed by
the Local Government Act 1976 (Act 171) across the 98 local governments. Local government selection was based on
its position as the third-tier government, the closest entity to the people, thereby increasing the necessity for ongoing
organizational diagnosis and intervention to ensure the effective delivery of public goods and services.

3.2 Procedures

According to Creswell [40], the target population, also known as the sampling frame, represents the specific group of
people that researchers can approach within the overall population of interest for making inferences from the acquired
data. Given the disparity in the target population categories (i.e., fewer City Councils with more significant employee
numbers compared to more District Councils with fewer employees) and the differing employee counts within each local
government, a simple random sampling method was employed in this study. The minimum sample size, as per Krejcie
and Morgan'’s [41] table, was determined to be 381 respondents.

Subsequently, the study instrument comprised a web-based questionnaire distributed via Google Forms to employees
across all 98 local governments to ensure meeting the required sample size. Google Forms is a user-friendly and cost-
effective tool for distributing questionnaires, requiring minimal technical skills. It offers broad accessibility, allowing
respondents to complete surveys from any device with internet access. The platform collects data in real-time and
automatically organizes responses in a spreadsheet, simplifying data management. Customization options, such as
diverse question formats and themes, enhance survey design, while built-in features ensure data quality. Google Forms
also supports anonymity, and strong data security, and integrates seamlessly with other Google services, streamlining
data analysis and storage. A total of 398 employees responded to the questionnaire. However, only 389 responses were
deemed usable after the data-cleaning process.
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3.3 Measurement
3.3.1 Organizational structure

This study employs a modified 16-item instrument based on Hage and Aiken’s [38] well-known organizational structure
measure, adapted for the Malaysian context by Johari et al. [42]. The instrument assesses the centralization and
formalization of organizational structure, comprising four dimensions: centralized decision-making (4 items), centralized
hierarchy of authority (5 items), formalized job codification (5 items), and formalized rules observation (2 items). All items
evaluating the organizational structure construct used a five-point Likert-type scale, ranging from (1) strongly disagree to
(5) strongly agree. Cronbach’s alphas for the dimensions were as follows: Decision-making (0.938), Hierarchy of authority
(0.710), Job codification (0.787), and Rule observation (0.754) (Table 1).

3.3.2 Employee engagement

The third part of the instrument measures a single dimension: employee engagement, achieved by modifying Thomas's
[43] 9-item employee engagement scale. All items assessing employee engagement were rated on a five-point Likert-
type scale from (1) strongly disagree to (5) strongly agree. The Cronbach’s alpha for this scale was 0.876 [44].

3.4 Data analysis

Preliminary analysis and missing data assessment were carried out using Statistical Package for Social Sciences (SPSS)
software (v.26). Missing data across all items were minimal (< 2%) and addressed using the regression imputation method.
No outliers were identified based on visual inspection of boxplots and statistical tests such as Mahalanobis distance and
Cook’s distance. The data analysis was conducted to examine direct and moderating effects between organizational
factors and employee engagement. Pearson’s Product Moment Correlation Coefficient was used to examine the
relationship between independent variables and employee engagement. To validate the moderation model, variance-
based structural equation modeling (SEM) with a partial least squares (PLS) approach was utilized. Data analysis was
conducted in SmartPLS 3.3.3, employing the partial least squares algorithm with a bootstrapping set at 5,000 subsamples
[49]. The PLS-SEM method was chosen for its effectiveness in handling interaction moderation models and its suitability
for exploratory research objectives rather than theory confirmation [50].

The direct analysis tested relationships between independent variables (centralized decision-making, hierarchy of
authority, formalized job codification, rule observation) and employee engagement (H;-H,). The measurement model
assessed reliability and validity using factor loadings (> 0.70), composite reliability (CR > 0.7), Cronbach’s alpha (> 0.7),
and average variance extracted (AVE > 0.5), with discriminant validity confirmed via Fornell-Larcker and HTMT criteria.
The structural model estimated path coefficients () using the PLS algorithm, checked VIF (< 5) for multicollinearity, and
determined significance via bootstrapping. Model fit was evaluated using R?, effect sizes (f%), Q2 for predictive relevance,
and fitindices (SRMR <0.05, NFI > 0.88). The moderating analysis tested gender and tenure effects on these relationships
(Hs—Hg) using the interaction-moderation approach [51]. Interaction terms were created in SmartPLS 3.3.3 by multiplying
independent variables with moderators (gender, tenure). The PLS algorithm was rerun with interaction terms, estimating
B and significance via bootstrapping (5,000 subsamples). Interaction term significance (p < 0.05), R> change, and f> were
assessed. Non-significant terms (p > 0.05) indicated no moderation; significant terms would imply varying relationship
strength by moderator levels. Model fit (SRMR, NFI) and predictive relevance (Q?) validated the direct and moderating
analyses.

4 Findings
4.1 Demographic findings

The study’s results revealed that 61.4% of the male respondents, totaling 239 individuals, constituted the gender com-
position. Concerning the age distribution among respondents, the majority, comprising 50.9% (198 respondents), fell
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within the 36 to 50 age bracket. Regarding educational background, 44.0% (171 respondents) held an SPM certificate
as their highest academic qualification. Moreover, the study’s findings indicated that the most significant proportion
of respondents, accounting for 39.3% (153 individuals), belonged to the Support Group category, specifically within
Grade 19. As depicted in Table 2, a significant portion of respondents (42.9%) had served in their positions for 11
to 20 years. Additionally, the results highlighted that the majority of respondents, totaling 53.0% (206 individuals),
represented District Councils.

4.2 Therelationship between factors that influence employee performance

Findings from the Pearson Correlation Coefficients indicate a negative and low correlation between decision-making
and employee engagement, r (389) =—0.341, p < 0.05. Conversely, a positive and moderate correlation is observed
between hierarchy of authority and employee engagement, r (389) =0.456, p < 0.05. Additionally, a positive and low
correlation exists between job codification and employee engagement, r (389) =0.387, p < 0.05, and similarly between
rules observation and employee engagement, r (389) =0.292, p < 0.05. Consequently, a significant correlation is
established between rules observation and employee engagement.

Table 2 Demographic profile

of respondents (N = 389) Demographic variables f %
Gender
Male 239 61.4
Female 150 386
Age
Less than 25 years 10 2.6
25-35 years 138 355
36-50 years 198 50.9
More than 50 years 43 11.1
Highest academic qualification
PMR/PT3 35 9.0
SPM 171 440
STPM/Diploma 111 28.5
Bachelor’s Degree 66 17.0
Master’s Degree 6 1.5
Doctoral Degree (PhD)
Job Category
Support Group (Grade 11-18) 148 38.0
Support Group (Grade 19-28) 153 39.3
Support Group (Grade 29-40) 61 15.7
Management and Professional Group (Grade 41-54) 27 6.9

Top Management Group (Premier Grade C and above)
Service Tenure (years)

Less than 5 88 226
5-10 85 21.9
11-20 167 429
More than 20 49 12.6
Local Government category
City council 104 26.7
Municipal council 79 203
District council 206 53.0
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Table 3 The Heterotrait- No Constructs a  CR AVE 1 2 3 4 1 2 3 4 5
monotrait Ratio of
Correlations (HTMT) and 1 DM 076 075 056 0.89
Fornell-Larcker 2 EE 074 073 054 0363 0346 0877

3 HA 081 079 060 0.196 0.503 0175 0462 0.848

4 IC 076 075 065 0296 042 0.441 027 0393 0383 084

5 RO 079 078 075 0173 0344 0473 0282 0.158 0304 0388 024 0.892

a Cronbach’s alpha, CR Composite reliability, AVE average variance extracted, DM centralized decision-
making, EE employee engagement, HA hierarchy of authority, JC formalized job codification, RO rule
observation

Table 4 Parameter estimates

for the path model predicting Decision Path VIF B t Sig £ Decision

positive youth development . DM — EE 2.29 —0.224 5.64 0.00 0.16 Supported
H, HA —EE 1.69 0311 6.578 0.00 0.18 Supported
H, JC —EE 1.69 0.188 4255 0.00 039 Supported
H, RO —EE 214 0.103 2219 0.027 0.08 Supported

DM centralized decision-making, HA hierarchy of authority, JC formalized job codification, RO rule
observation, EE employee engagement

4.3 Preliminary analysis

The study assessed the reliability, convergent validity, and discriminant validity of the measurement scales to evalu-
ate the model’s properties. Factor loading values exceeded 0.70, indicating sufficient convergent validity for each
construct. Composite reliability (CR), Cronbach’s alpha, and average variance extracted (AVE) values were all above the
recommended thresholds of 0.7 and 0.5, respectively [52], as detailed in Table 3. Discriminant validity was evaluated
using the heterotrait-monotrait ratio of correlations (HTMT) and the Fornell-Larcker criterion. The Fornell-Larcker
results showed that the square root of each construct’s AVE was higher than its correlations with other constructs,
while the HTMT values fell within the acceptable range of 0.173-0.503.

4.4 Structural model

The coefficients of determination (R?), effect size (), and Stone-Geisser (Q?) values were utilized as indicators of
effect sizes [52]. The results indicated a good model fit, with all SRMR values below 0.05 and NFI values exceeding
0.88 [53]. The R? value for employee engagement was 0.73, showing that centralized decision-making, hierarchy of
authority, formalized job codification, and rule observation collectively explained 73% of the variance in employee
engagement. The PLS-SEM analysis revealed that all four hypothesized relationships were significant (Table 4). Spe-
cifically, centralized decision-making (8= -0.224, t= 5.64, p < 0.001), hierarchy of authority (3=0.311, t=6.578, p<
0.001), formalized job codification (8= 0.188, t=4.255, p < 0.001), and program engagement (3 =0.103,t=2.219, p<
0.001) predicted employee engagement. The effect size () for rule observation was 0.08 indicating a slight effect, and
centralized decision-making and hierarchy of authority were 0.16 and 0.18, respectively, indicating moderate effects,
while formalized job codification had a large effect size of 0.39 (Henseler et al. 2016). The predictive relevance of
employee engagement, as measured by Q% was 0.49, indicating substantial predictive relevance (Table 4 and Fig. 2).
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Fig.2 Structural model

4.5 Test for moderation
4.5.1 Moderation effect analysis result of gender

The interaction-moderation method in SmartPLS 3 software was employed to assess the moderating effect of
gender on the associations between organizational factors (centralized decision-making, hierarchy of authority,
formalized job codification, and rule observation) and employee engagement. The results showed that gender did
not significantly moderate any of these relationships: centralized decision-making (3= 0.071, t= 0.848, p= 0.397),
hierarchy of authority (8= -0.1062, t=—1.222, p= 0.222), formalized job codification (8= 0.0407, t=0.491, p=
0.623), and rule observation (8= —0.0877, t=—1.119, p= 0.263). The change in R? from the main effect model to
the interaction effect model was minimal, increasing by only 2.0%. Furthermore, the 2 results for each interaction
revealed negligible effect sizes (Cohen, 1988). Thus, gender did not play a moderating role in the association between
organizational factors and employee engagement and H; was rejected.

4.5.2 Moderation effect analysis result of tenure in service

The interaction-moderation method in SmartPLS 3 software was utilized to evaluate the moderating effect of
tenure on the relationships between organizational factors (centralized decision-making, hierarchy of authority,
formalized job codification, and rule observation) and employee engagement. The analysis revealed that tenure did
not significantly moderate any of these relationships: centralized decision-making (8= —-0.144, t=2.672, p=0.068),
hierarchy of authority (8=-0.112, t=1.889, p=0.712), formalized job codification (3= -0.037, t=0.601, p= 0.548), and
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rule observation (8= -0.024, t=0.419, p= 0.675). Consequently, tenure was not found to moderate the relationship
between organizational factors and employee engagement, and H was not supported.

5 Discussion

This study aimed to explore the relationship between employee engagement and organizational structure factors,
including centralized decision-making, hierarchy of authority, formalized job codification, and rule observation, within
Malaysia’s local government workforce. The findings support most of the formulated hypotheses and contribute to the
broader understanding of employee engagement within bureaucratic contexts. To analyze these relationships, the study
utilized SET and the JD-R model, both of which provide distinct yet complementary perspectives on how organizational
structures influence employee engagement.

The analysis revealed that hierarchy of authority had the most significant positive relationship with employee
engagement, suggesting that employees who perceive a well-defined and functional hierarchy are more likely to
engage with their work. This finding aligns with the JD-R model, which posits that organizational structures can provide
employees with necessary resources—such as clarity of roles and responsibilities—thereby reducing job demands and
enhancing engagement [29]. A clear and supportive hierarchical structure offers employees the resources they need to
feel confident in their roles, reducing ambiguity and enhancing both performance and job satisfaction. This relationship
is particularly important in public sector organizations where roles and responsibilities are often well-defined and the
work environment is formalized.

The positive relationship between formalized job codification and employee engagement further supports the JD-R
model, which emphasizes that clear job resources (such as well-defined roles and expectations) can buffer the impact of
job demands and increase engagement [54]. When job tasks, roles, and responsibilities are clearly defined, employees
experience reduced uncertainty and feel more competent in their work. This clarity helps employees to focus on their
tasks and fosters a sense of accomplishment, which, in turn, promotes higher levels of engagement. However, this study
also emphasizes the need to balance job codification with flexibility, as excessive rigidity can lead to disengagement,
especially if employees feel their autonomy is compromised. This observation resonates with the JD-R model’s assertion
that the lack of job resources, such as autonomy, can lead to burnout and disengagement [55].

Interestingly, rule observation emerged as a significant positive predictor of engagement. This finding can be
interpreted through the lens of SET, which suggests that employees who perceive fairness and consistency in the
organization’s practices are more likely to feel trusted and supported. When employees observe that rules are followed
consistently, they perceive a higher level of fairness and transparency in the organization, leading to a greater sense of
trust and, ultimately, higher levels of engagement. Consistency in rule enforcement fosters a sense of predictability and
security, which are essential elements for employee motivation and engagement [56].

In contrast, centralized decision-making was found to have an inverse relationship with employee engagement. This
aligns with both SET and the JD-R model, but from different perspectives. From a SET perspective, centralized decision-
making can limit the exchange of resources and autonomy between employees and the organization, which can lead
to a sense of disengagement. When decision-making is concentrated at the top, employees may feel disconnected from
the organizational process and less valued, as they have less influence over decisions that impact their work. This reflects
the idea that employee engagement is enhanced when there is mutual trust and a sense of reciprocity, both of which
are diminished in a highly centralized environment [57].

From the JD-R model’s perspective, centralized decision-making can be seen as a job demand that increases employee
stress and limits access to the necessary resources (e.g., autonomy, decision-making power) to cope effectively with the
demands of their roles [29]. When employees feel they have little control over the decision-making process, it can lead
to increased job strain and a decrease in engagement. This is particularly relevant in the public sector, where employees
may feel their roles are more bureaucratic and less flexible, leading to reduced intrinsic motivation and engagement.

The study also investigated the moderating effects of gender and organizational tenure on the relationship between
organizational structure and employee engagement. Interestingly, the analysis revealed that neither gender nor tenure
significantly moderated this relationship. This finding challenges some previous studies which suggested that gender
and tenure could influence how employees respond to organizational structures and policies [58]. For example, gender
differences in decision-making preferences, autonomy, and work-life balance have been noted in previous research, with
women often placing more emphasis on participative decision-making and work flexibility [58]. Similarly, employees
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with longer tenure may perceive job codification and hierarchical structures differently, perhaps due to their deeper
understanding of organizational processes and rules.

However, the findings of this study suggest that organizational factors such as hierarchy, job codification, and rule
observation have a more universal influence on employee engagement across both gender and tenure groups. This
may be because these structural elements provide core job resources that impact engagement, regardless of individual
differences. Employees in different gender and tenure groups may experience these resources similarly, indicating that
the structure of the organization may play a more central role in driving engagement than individual characteristics.
This aligns with the JD-R model’s assertion that organizational resources (e.g., clear roles, supportive leadership) have a
universal effect on employee engagement, irrespective of personal factors [54].

The integration of SET and the JD-R model provides a comprehensive understanding of the dynamics between
organizational structures and employee engagement. SET contributes by highlighting the importance of trust, fairness,
and reciprocity within the organizational exchange, suggesting that employees who perceive fairness in rule enforcement
and decision-making are more likely to engage with their work. On the other hand, the JD-R model focuses on how
organizational factors, such as hierarchy and job codification, serve as job resources that support engagement by
reducing uncertainty, enhancing role clarity, and providing opportunities for employees to excel in their roles [59].

In this study, the combination of both theories reveals that organizational structures can serve both as resources (in
the form of clear roles, support, and consistency) and demands (in the form of centralized decision-making and rigid
formalization) that influence employee engagement. By considering both theories, the study offers a more nuanced
understanding of the factors that promote or hinder employee engagement in local government organizations. The
contribution of this study lies in its demonstration that organizational structures, especially in the public sector, must
strike a balance between clarity and flexibility. A well-defined hierarchy and formalized roles provide essential resources
for employees, but excessive centralization and rigidity can lead to disengagement by limiting autonomy and reducing
the exchange of resources between employees and the organization.

6 Conclusion

The study findings validate the relevance of the organizational model for human resource practitioners and organizational
leaders, particularly within local governments. It contributes to a better comprehension of organizational structure as
a critical factor influencing employee engagement. Considering the crucial role of local governments in advancing
economic growth and social development within their areas, the study recommends proactive measures and
organizational modifications to address performance concerns and enhance efficiency. This research emphasizes the
significance of these insights for local government managers, decision-makers, and relevant stakeholders in promoting
effective governance at the grassroots level.

7 Limitations and directions for future research

The scope of this study is limited to Malaysian local governments, preventing the generalization of results to the
broader context of public service. Exclusions of other public service categories, such as Federal and State government
agencies and statutory bodies, from data collection may affect the study’s applicability. Additionally, variations between
respondents and non-respondents due to diverse geographical locations might limit the study’s generalizability. Despite
confidentiality measures, potential bias could arise as respondents might have felt compelled to provide socially
acceptable answers. This study acknowledges limitations, including its focus on specific organizational factors and
the possibility of unexplored variables influencing employee engagement differently across genders. Future research
could delve into additional organizational dimensions, such as organizational culture, leadership styles, or job design, to
provide a more comprehensive understanding of employee engagement. Furthermore, studies could investigate how
demographic variables like age, education level, tenure, or marital status interact with organizational factors to influence
engagement. For example, researchers could examine whether younger employees respond differently to centralized
decision-making compared to older employees, or how educational background impacts perceptions of rule observation.
Additionally, intersectionality could be explored to assess how combinations of demographic factors, such as gender
and ethnicity, collectively shape employee experiences and engagement levels. These approaches would yield richer
insights and enhance the generalizability of findings across diverse populations.
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8 Implications
8.1 Methodological implications

The study underscores the importance of using mixed-method approaches to capture the multifaceted impact of
organizational structure on employee outcomes. Researchers should consider qualitative for a better understanding
of employee engagement in the Malaysian context. Furthermore, longitudinal designs examine how changes in local
government policies and organizational structures affect employee engagement over time. Moreover, comparative
studies across different regions or countries could provide insights into the generalizability of the findings.

8.2 Practical implications

For practitioners, particularly local government managers, and stakeholders, the study underscores the need to
prioritize strategic planning alongside the development of organizational structures and human resource systems.
Policymakers should address the challenges of career development and employee mobility within local government
by establishing a specific single scheme for local government employees. This could enhance job mobility, career
advancement opportunities, and ultimately improve employee competencies, engagement, and commitment.
Additionally, integrating structural reforms with targeted training and development programs could result in higher
innovation and organizational effectiveness.

8.3 Implications for theory

The findings highlight the pivotal role of organizational structure in influencing employee engagement and
organizational effectiveness. These results contribute to organizational theory by emphasizing structural variables as
critical components in enhancing employee outcomes. Future theoretical frameworks could integrate organizational
structure and human resource systems as mediating or moderating variables in studies of employee performance
and engagement.

In theoretical terms, this study has demonstrated the applicability of Social Exchange Theory (SET) to deepen the
comprehension of employee engagement within local government. While these theories are commonly employed
in analyzing public and private sector organizational contexts, their efficacy has been established in evaluating
employee engagement within the local government workforce. The study’s outcomes highlight the utility of Social
Exchange Theory in predicting employee engagement among Malaysia’s local government employees. Furthermore,
it was revealed that organizational structure factors significantly influence employee engagement. However, it is
essential to note that this study only applied a portion of this theory.
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