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ABSTRACT

Transformational leadership is understood as a leadership style that enhances a sense of collective
benefits for members of an organization. This study aims to analyze the impact of transformational
leadership on the performance of small and medium enterprises in Can Tho city, Vietnam. This
research is based on the theory and the four components of Transformational Leadership Theory
(TLT) (Idealized Influence - II; Inspirational Motivation - IM; Intellectual Stimulation - IS; Individualized
Consideration - 1C), a review of related studies, and opinions from expert interviews to develop a re-
search model. The primary data of the article was collected from a survey of 214 small and medium
enterprises in the city. The data analysis methods used in this study include Cronbach's alpha reli-
ability test, confirmatory factor analysis (CFA), structural equation modeling (SEM), and multigroup
structural analysis. The article's research results confirm that the leaders of enterprises with a trans-
formational style play a significant and positive role in the spirit of learning and sharing knowledge
of the organization members, especially the micro-enterprises face many difficulties due to the lack
of resources. Research results also show that thanks to the transformational leadership (TL) style and
organizational learning (OL), it has made an essential contribution to organizational innovation (Ol)
as well as to improving operational efficiency (both financial and non-financial performance) for
small and medium enterprises in Can Tho city. Based on the article's research results, the authors
have proposed some characteristics of transformational leaders in small and medium enterprises in
the city. In particular, the study emphasizes the influence of the individualized consideration and
idealized influence factors in improving learning ability, contributing to organizational renewal and
improving performance for small and medium enterprises in Can Tho city.
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INTRODUCTION

Transformational leadership over time has emerged
as an important factor contributing to enhancing the
motivation, morale, and performance of the subordi-
nates of enterprises in general and small and medium
enterprises (SMEs) in particularl‘s. Rasheed et al.?
proved that transformational leadership is particu-
larly relevant in the context of SMEs. The leaders
greatly influence the activities of enterprises. Due to
the relatively SMEs, the owner is the one who sets
the strategic direction for the organizations opera-
tions and communicates expectations to employees.
Transformational leadership can be broadly defined
as a leadership style in which the leader works with
members to drive needed change®. Although there
are many different leadership styles, transformational
leadership is one of the most commonly used and
plays an essential role in corporate management>°
because it can promote and stimulate learning and
knowledge sharing among members. This is a crucial
element of the ideal learning organization. Besides,

Transformational leaders also positively influence or-
ganization innovation”.

Currently, many empirical studies proved the trend of
choosing this style around the world because thishas a
positive and significant impact on performance 410,
This is even more important for leaders in SMEs in
the context of limited resources, difficulty in retain-
ing employees, and low performance. Scholars assert
that the performance of SMEs is associated with lead-
ership behaviors>!!. However, there has been a con-
flicting debate about the impact of transformational
leadership.

Some studies show that transformational leadership
does not affect job performance due to the lack of
guidance from managers. There are even studies that
show that transformational leadership negatively af-
fects performance by not promoting the creativity and
experience of subordinates*!2. Therefore, in the face
of the changing trend of the environment and busi-
ness models of today’s enterprises, leaders need to de-
termine the appropriate leadership style to improve

Cite this article: Thanh D C, Nhung P LH, Nghiem LT, Phat L T N. Study on the impact of transformation
leadership on performance of small and medium enterprises in Can Tho City, Vietnam. Sci. Tech. Dev.

J.-Eco. Law Manag.; 6(2):2357-2372.

2357



Science & Technology Development Journal - Economics - Law and Management, 6(2):2357-2372

the efficiency of the business.

Thus, from the review of empirical studies, it can be
seen that there are many arguments and conflicting
opinions about studying the impact of transforma-
tional leadership on performance. The reason for
the difference in the results of the above studies is
that the authors used different background theories
in their research, and primarily because of the differ-
ences in the contexts of those studies®. Each author
has a different approach when studying the effects
of transformational leadership. For example, Mu-
tahar et al.®, Elshanti'® demonstrated the relation-
ship between transformational leadership and per-
formance through organizational learning. Garcia-
Morales et al.'¥, Ahmad et al.!®> studied this rela-
tionship through innovation. Some studies demon-
strate that transformational leadership influences per-
formance through organizational learning and inno-

vation 1016718,

From the literature review, previous
authors have mainly studied the relationship between
transformational leadership and performance in large
enterprises, while very little research was conducted
on this topic for SMEs in developing countries. This
is the first gap that this study intends to address. Sec-
ond, each author demonstrates an aspect of the im-
pact of transformational leadership, and few stud-
ies have combined the relationship between transfor-
mational leadership, organizational learning, innova-
tion, and performance of SMEs. These gaps are in-
tended to be addressed in this study. Although many
studies are conducted on transformational leadership
in enterprises, each author studied this topic in dif-
ferent contexts. Therefore, studying the role and in-
fluence of transformational leadership on the perfor-
mance of SMEs in the context of a developing country
like Vietnam in general and Can Tho city in particular
is very meaningful and necessary.

About the practice of activities of enterprises in Can
Tho in recent years and statistics from the Vietnam
Enterprise Whitebook 2020, enterprises are mainly
SMEs, accounting for 97.17%. Enterprises still face
many difficulties in terms of weak management ca-
pacity, an unstable market, problems in competition,
and deficient performance. Therefore, whether the
use of transformational leadership affects the perfor-
mance of SMEs in Can Tho?. How does transforma-
tional leadership impact performance? The leaders of
SMEs should use the appropriate leadership style to
improve their performance. This article is done with
the following principal content: (1) presenting the
fundamental theories related to the topic; (2) propos-
ing a research model based on theoretical background
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and review of empirical studies; (3) presenting the re-
search method, including developing the scale and
data collection method; (4) presenting research re-
sults and discussion; and (5) presenting the conclu-
sion and proposing the managerial implications based
on the research results.

THEORETICAL BACKGROUND

The theoretical framework for Transforma-
tional Leadership

Transformational Leadership Theory (TLT) was first
proposed by Burns '?. Accordingly, the theory defines
transformational leadership as a process in which the
leader explores potential motivations, seeks to attract
and satisfy the needs of employees. It is a support-
ive relationship and commitment among members to
achieve the organization’s common goals.

Based on Burns''° development of TLT, Bass*? em-
phasized the importance of people as the most valu-
able resource for any organization. Bass?® further
explained transformational leadership affects people
mainly by psychological factors. Therefore, it has a
significant role in attracting, inspiring, motivating,
and leading to cohesion. This will positively impact
productivity and performance. According to Bass2’
TLT, the four components of transformational lead-
ership are as follows:

Firstly, idealized influence: Bass?® argued that man-
agers must be exemplary role models to influence and
attract people. To achieve idealization, ethical behav-
ior in managers is significant to instill pride, respect,
and trust among members.

Secondly, inspirational motivation: shows the capac-
ity in which leaders communicate and motivate mem-
bers to have confidence in themselves to complete the
task well. This contributes to the achievement of the
organization’s goals and the accomplishment of the
organization’s vision. Furthermore, transformational
leaders are also characterized by inspirational com-
municators through positive messages and statements
that build motivation and trust?.
Thirdly, intellectual stimulation: transformational
leaders are interested in creating an environment that
encourages innovation for members. Besides, in-
tellectual stimulation also promotes an environment
where members learn and share experiences.
Fourthly, individualized consideration: transforma-
tional leaders are concerned with the needs and lives
of individuals. In addition, transformational leaders
are advisors who provide advice and support to en-
courage people to work together towards the goals.
Rasheed et al.? asserted that transformational leader-
ship is particularly well suited to the context of SMEs
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because the owner is the person who builds the orien-
tation and vision for the organization and employees.
It is easy for leaders to communicate their expecta-
tions to all employees. In particular, the leader’s atten-
tion and inspirational ability play an important role in
promoting employee motivation. This is an essential
factor to help improve performance in the context of
SMEs. To assess transformational leadership charac-
teristics, many studies relied on the scale proposed by
Avolio and Bass?!. Therefore, this article will gener-
ally study the impact of the components of transfor-
mational leadership on performance in the context of
SMEs in Can Tho.

The theoretical framework for performance

There are many different approaches to determining
performance indicators. This depends on the goals of
the managers and the research objectives??. Accord-
ing to Mashovic 2%, performance was an essential indi-
cator of an organization’s ability to optimize resource
allocation. Many studies are based on the Balanced
Scorecard theory (BSC) 24 to measure performance.
There are four aspects to evaluate the effectiveness of
an organization: (i) financial, (ii) customer, (iii) han-
dling of internal processes, and (iv) organizational de-
velopment. Thus, according to BSC, the performance
of an enterprise needs to be assessed both in terms of
financial and non-financial performance.

However, the BSC is often used to evaluate the effec-
tiveness of large enterprises and is relatively difficult
to apply to SMEs. Because SMEs usually change their
strategies, they need to react quickly to changes. This
feature is unlike those of large firms that often operate
in more stable markets, especially lacking simplicity
when applied to SMEs>°.

Overcoming the above difficulties and based on in-
heriting the BSC, many studies have proposed a sys-
tem of performance evaluation criteria for SMEs. Ac-
cordingly, the performance should be assessed from
both financial and non-financial aspects. Financial
performance for SMEs is usually evaluated through
the following criteria: (i) growth in sales; (ii) growth

26-28  1p addition,

in profits; and (iii) cash flow
many enterprises also measure performance through
non-financial indicators such as valued customer,
employee conditions, and product/service develop-

ment 27’29.

The theoretical framework for SMEs

There is no common concept of the division of SMEs.
Depending on the country, the regulations on SMEs
are also different. However, governments often base

themselves on the size of capital, number of laborers,
and revenue of enterprises. According to Decree No.
39/2018/ND-CP, in Vietnam, SMEs are classified ac-
cording to micro, small and medium enterprises. The
criteria for identifying SMEs in Vietnam are presented
in Table 1.

RESEARCH MODEL

Many studies have demonstrated the impact of trans-
formational leadership on performance. However,
most studies confirm a relationship between trans-
formational leadership and performance through one
or more mediating variables. For example, Mu-
tahar et al.®, Elshanti!® demonstrated an associa-
tion between transformational leadership and per-
formance through organizational learning. Garcia-
Morales et al.'*, Ahmad et al.'® illustrated this re-
lationship through the element of corporate innova-
tion. Some studies prove that transformational lead-
ership styles in managers affect performance through
the mediating variables of organizational learning and
innovation 1-16-18,

The impact of transformational leadership

on the learning organization

A learning organization is a place where members can
improve new knowledge and understanding based on
the existing experience of those in the organization '°.
Mutahar et al.® further explained that a learning orga-
nization is also an ideal environment for members to
expand their ability to learn and share experiences to
fulfill the organization’s mission best. Thus, the con-
cept of a learning organization emphasizes the collec-
tive spirit and continuous learning of members.
Many empirical studies demonstrate that there is a
positive impact of transformational leadership on or-
ganizational learning. Mutahar et al.®, Elshanti!° ar-
gued that it plays an essential role in coordinating
and strengthening trust between members and lead-
ers. Leaders inspire members to be active in expand-
ing their knowledge and learning. Similar to previ-
ous studies, Molodchik et al.> have also suggested
that transformational leaders use inspirational moti-
vation, intellectual stimulation, and personal consid-
erations to inspire employees. Therefore, hypothesis
H; is proposed as follows:

Hj: Transformational leadership has a positive impact
on a learning organization.

The impact of transformational leadership
on organizational innovation

Innovation is the new ability to create wealth using
enterprise resources '°. This is considered a signifi-
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Table 1: Criteria to identify SMEs in Vietham

Business Micro-enterprises

field
Number Revenue Total Number
of la-  (bil- capital of
borers lion (billion laborers

VND) VND)

1. Agri- <3 <3 <3 <100

culture,

forestry-

fishery

2.

Industry-

construction

3. Trade- <10 <10 <3 <50

service

Small-enterprises

Medium-enterprises

Revenue  Total Number  Revenue Total
(billion capital of (billion capital
VND) (billion laborers  VND) (billion
VND) VND)
<50 <20 <200 <200 <100
<100 <50 <100 <300 <100

Source: Decree No. 39/2018/ND-CP of the Government

cant factor for the survival and development of enter-
prises, especially SMEs?. According to Nguyen and
Luu '°, innovation is reflected in many aspects such
as innovation of products and services, new man-
agement methods and technologies. Furthermore,
Garcia-Morales et al. 13, Adam et al. 1° argued that in-
novation is based on new ideas, and it is essential to
turn them into enterprise practices. Cortes and Her-
rmann !, Molodchik et al.3° emphasized that trans-
formational leaders use their ability to inspire, intel-
lectually stimulate, and care for employees to pro-
mote learning and knowledge sharing, leading to in-
novation. Therefore, innovation is a critical factor for
building and maintaining a competitive advantage for
enterprises. Many studies demonstrated the relation-
ship between transformational leadership and organi-
zational innovation %1578 Therefore, hypothesis Hy
is proposed as follows:

Hy: Transformational leadership has a positive impact
on organizational innovation.

The impact of organizational learning on
organizational innovation

Enterprise innovation is reflected in three aspects:
product, process, and management model innova-

216 Cortes and Herrmann'!

tion argued that any
innovation contributes significantly to the success of
SMEs. However, innovation is considered essential
for SMEs” growth and sustainable development be-
cause most SMEs often do not have enough invest-
ment resources for the market compared to large en-
terprises®. Studies showed that most of the authors

focus on analyzing the impact of transformational
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leadership on performance through the intermediary
variables of organizational learning and innovation.
However, very few studies mentioned the relation-
ship between these intermediate variables. Garcia-
Morales et al. '8, Nguyen and Luu '® argued that learn-
ing organizations are essential to inspiring employees
in enterprises. This helps everyone in the organiza-
tion develop new capabilities and contribute to enter-
prise innovation. As such, the foundation of an orga-
nization’s innovation activities is the process of creat-
ing and acquiring new knowledge. Garcia-Morales et
al.'® further asserted, the deeper the innovation, the
greater the level of learning. From these arguments,
hypothesis H3 is proposed as follows:

Hj: Organizational learning has a positive impact on
organizational innovation.

The impact of organizational learning and
organizational innovation on performance

As mentioned above, many studies demonstrated the
relationship between organizational learning and in-
novation to performance 1>1%16-18 - As the literature
reviewed above shows, transformational leadership
greatly influences learning in an organization. Not
only that, but it also contributes to innovation in en-

211 Therefore, most stud-

terprises, especially SMEs
ies confirm a positive impact of organizational learn-
ing and innovation on performance. However, there
are also many conflicting arguments about this rela-
tionship. Septiadi and Kristanto>! argued that learn-
ing is a process, so today’s learning can affect tomor-
row’s learning results. Therefore, the results of learn-

ing may not affect performance in the present but
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the future. Another study by Hoopes and Postrel *>

also confirmed that learning does not always improve
performance. The reason is due to a gap in shared
knowledge. This may be due to the separation of
expertise and practical knowledge between individu-
als32. Thus, increased organizational learning does
not always impact growth in performance. How-
ever, most comparative studies confirm a positive re-
lationship between organizational learning, innova-
tion, and performance. Therefore, this study expects
two hypotheses:

Hy: Organizational learning has a positive impact on
performance.

Hs: Organizational innovation has a positive impact
on performance.

Overall, previous studies have mainly analyzed the
impact of transformational leadership on overall per-
formance. Therefore, the article tests the effect of the
moderator variable (firm size) on the relationship be-
tween the concepts in the model to propose manage-
rial implications. Thus, based on TLT, reviewing re-
lated studies and through qualitative research results,
the authors propose a research model for the impact
of transformational leadership on the performance of
SMEs in Can Tho. The proposed research model is
shown in Figure 1.

METHODOLOGY

To build a scale for the research model, the article has
reviewed research related to the topic combined with
opinions from expert interviews. The analysis of ex-
pert interview data shows a similarity between the ex-
pert opinion and the proposed scale. However, ex-
perts suggest adding more characteristics of transfor-
mational leaders, for example, "Leaders put the inter-
ests of individuals first” and ”Leaders need to under-
stand employees’ needs, abilities, and aspirations.” In
addition, according to the experts’ opinion, this study
also added the criterion "Employees have expanded
ability to learn from a friendly working environment”
to the learning organization scale. Based on that, the
scale of the concepts of the research model was devel-
oped to suit the context and characteristics of SMEs in
Can Tho. The article uses a 5-point Likert scale, from
1 strongly disagree to 5 strongly agree with the state-
ments. The details of the scale of the research model
are shown in Table 2.
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Table 2: Describe the variables

Variable Statements Citation

1. Transformational leadership (TL)
1. Idealised Influence (II)

111 I instill pride in others for being associated with me Avolio and Bass?!
112 I act in ways that build others’ respect
113 I talk about my most important values and beliefs
114 I always uphold the interests of individuals Interview the experts
2. Inspirational Motivation (IM)
IM1 I express confidence that goals will be achieved Avolio and Bass?!
IM2 I articulate a compelling vision of the future
IM3 I talk enthusiastically about what needs to be accom-
plished
3. Intellectual Stimulation (IS)
IS1 I suggest new ways of looking at how to complete assign-  Avolio and Bass?!
ments
IS2 I seek differing perspectives when solving problems
1S3 I get others to look at problems from many different an-
gles
4. Individualized Consideration (IC)
IC1 I spend time teaching and coaching Avolio and Bass?!
IC2 I treat others as individuals rather than just as a member
of a group
IC3 I help others to develop their strengths
1C4 I understand the needs, abilities, and aspirations of indi-  Interview the experts
viduals
II. Organizational learning (OL)
OL1 Members learn a lot of knowledge from the leader Mutahar et al.®
OL2 Members have acquired many essential competencies
and skills
OL3 Members apply new knowledge in their work
OL4 Enterprise is truly a learning organization
OL5 Everyone has expanded their ability to learn from a Interview the experts

friendly working environment
III. Organizational innovation (OI)

OI1 Enterprise interested in developing new prod- Garcia-Morales
ucts/services etal. 1

oI The number of new products/services introduced into the
market has increased

0oI13 Enterprise applies new technologies to improve customer
service and organizational management.

Ol4 Enterprise has more innovation than its competitors Garcia-Morales

etal 1

IV. Performance
1. Financial (FIN)

FIN1 The revenue of the enterprise has grown in the past three  Maduekwe and Ka-
years mala?’;Rehman et al.%®
FIN2 Enterprise profit has increased gradually within the last

three years

Continued on next page
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Table 2 continued
FIN3 Enterprise return on equity has increased gradually
within the last three years
2. Non-financial (NON)
NON1 The number of enterprise’s customers have grown over ~Maduekwe and Kamala?’
the years
NON2 Enterprise has responded well to changes in customer Kimatu and Bichanga?’
needs
NON3 Customers are more loyal to the enterprise’s prod-
ucts/services
NON4 The market share of the enterprise has grown over the
years
NON5 Employees are more attached and loyal to the enterprise
NON6 Employees have satisfied with the work performed

Source: References from related studies and expert interviews

ORGANIZATIONAL
LEARNING

PERFORMANCE

INNOVATION

RANSFORMATIONAL
LEADERSHIP

@ Source: Author’s suggestion

Figure 1: Proposed model®
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Primary data is collected through 2 methods: (1) in-
terviewing eight experts through semi-structured in-
terviews to build/adjust the scale for the theoretical
model to suit the context of the study area; (2) per-
sonal survey through questionnaires designed with
research contents, whereby the study uses a con-
venient sampling method combined with purposive
sampling. The survey sites are SMEs in specific dis-
tricts including Ninh Kieu, Cai Rang, Binh Thuy, Thot
Not, and O Mon. Because enterprises in these five dis-
tricts account for a substantial proportion, account-
ing for 91.76% at the beginning of 2021. The survey
subjects are owners of enterprises, or directors/deputy
directors, or heads/deputies of departments in SMEs
in Can Tho. To conduct the survey, the research
team members contacted enterprises to schedule in-
terviews and send survey questionnaires. The study
surveyed and collected data from March 2021 to May
2021. After execution, the authors obtained 214 ob-

servations with all necessary information.

RESULTS

General information about the survey en-
terprise

Survey results from 214 SMEs in Can Tho show that
most of the enterprises surveyed are limited enter-
prises (accounting for 56.07%) while private enter-
prises account for nearly 23.36%. Meanwhile, joint-
stock enterprises only account for 20.56% of enter-
prises surveyed. The results also show that most enter-
prises surveyed are micro-enterprises (accounting for
69.16%). Small enterprises accounted for 28.50%, and
medium-sized enterprises accounted for only 2.34%
of enterprises surveyed. In addition, the survey re-
sults from 214 SMEs show that the majority of en-
terprises operate in commerce and services (account-
ing for 43.46%); industry and construction accounted
for 35.51%; and agriculture, forestry, and fishery ac-
counted for 21.03%.

Testing the reliability of the scale

The Cronbach’s Alpha test results show that the scale
of the concepts of the theoretical model achieves good
reliability because Cronbach’s Alpha is greater than
0.60, and the corrected item-total correlation is higher
than 0.3'!. However, variables IT1, IC3, and OL4 have
a total correlation coefficient of less than 0.3. There-
fore, these variables are excluded from the theoretical
model. The study conducts the second Cronbach’s Al-
pha analysis, and the test results are shown in Table 3.
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Confirmatory factor analysis (CFA)

According to Tho and Trang, the theoretical model is
appropriate when the indicators include TLI, CFI >
0.9; CMIN/df < 2; RMSEA < 0.08*°. The results of
the CFA saturated model showed that the Chi-square
test has P=0,000. Indicators such as CMIN/df=1.622;
TLI=0.934, CFI=0.940, and RMSEA=0.054 show that
the model is consistent with the market data. The
results of the CFA analysis of the critical model are
shown in Figure 2.

The study continues to test the discriminant validity
between concepts in the theoretical research model.
The test results are shown in Table 4 as follows.

The discriminant validity test results in Table 4 show
that the P-value of the concepts is all less than 0.05,
so the correlation coefficient of each pair of concepts
is less than 1 at 95% confidence. Consequently, the
research model scales are discriminant validity*°. In
addition, the composite reliability is that 0.7 or higher
suggests good reliability, and the total variance ex-
tracted must have a value of 0.5 or higher **. The sum-
mary results are shown in Table 5.

Thus, the analytical results in Table 5 show that all the
model concepts meet the requirement of high reliabil-
ity. Therefore, the scale is suitable for the analysis of
the structural equation analysis SEM.

Test theoretical model by SEM

The results of testing the impact model of transforma-
tional leadership on the performance of SMEs in Can
Tho show that the model has a Chi-squared of 593.013
with P=0.000. The criteria CMIN/df=1.620<2, RM-
SEA=0.054<0.8 meet the requirements. This shows
that the research model is very suitable for market
data. The results of model testing are shown in Fig-
ure 3 and Table 6.

From the analysis results in Table 6, the article
has shown the relationship between transformational
leadership, learning organization, innovation, and
performance of SMEs in Can Tho city. However, to
evaluate these relationships clearly, the article tests
whether there is any difference in the relationship be-
tween the concepts by enterprise size through multi-
By size, SMEs in Can
Tho city can be divided into two groups: (1) micro-

group structural analysis.

enterprises, accounting for 69.16%; (2) small and
medium-sized enterprises, accounting for 30.84%.
The results of the study are shown in Tables 7 and 8.

The test results in the table above show that the
difference between the two variable and invariant
models is not statistically significant at the 5% level

(P=0.090>0.05).  Therefore, the partial invariant



Science & Technology Development Journal - Economics - Law and Management, 6(2):2357-2372

Table 3: The results of testing the reliability of the scales

Variable name Number of items Variable code Cronbach’s Alpha
1. Transformational leadership

Idealised influence 112, 113, 114 0.825
Inspirational motivation IM1, IM2, IM3 0,825
Intellectual stimulation IS1, IS2, IS3 0.802
Individualized consideration IC1, IC2, IC4 0.846
2. Organizational learning OL1, OL2, OL3, OL5 0.860
3. Organizational innovation OIl, 012, OI3, OI4 0.816
4. Performance

Financial FIN1, FIN2, FIN3 0.875
Non-financial NONI, NON2, NON3, 0.948

NON4, NON5, NON6

Source: Survey results from 214 enterprises

54

3 12 by 73 =
75 Idealised
e2 13 jz= Influence
el 114
59
o6 IS1 fou 77 5y
68 Intellectual
e5 152 et Stimulation
ed 153 ]
9 1IC1 b 80 A1 ¢
180 “individualizes
&8 1c2 Consideratiol
&7 IC4
@
1
1 M1 fo 84 2
7 iriti
e M2 < I:'lAsp!mn:Itna\
1 M3

“Source: Survey results from 214 enterprises
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Table 4: The results of the unidimensional constructs test

Relationship Estimate SE CR P
Organizational innovation s Performance 0.829 0.038 4.452 0.000
Organizational innovation > Transformational leader-  0.716 0.048 5.923 0.000
ship
Transformational leadership - Organizational learning 0.676 0.051 6.402 0.000
Organizational learning < Performance 0.670 0.051 6.472 0.000
Transformational leadership > Performance 0.698 0.049 6.140 0.000
Organizational innovation “ Organizational learning 0.772 0.044 5.223 0.000
Source: Survey results from 214 enterprises
Table 5: Summary results of testing the reliability
Variable name Number of items Composite Relia-  Average Variance Ex-
bility tracted
1. Transformational leadership
Idealized influence 3 0.829 0.619
Individualized consideration 3 0.847 0.648
Inspirational motivation 3 0.825 0.612
Intellectual stimulation 3 0.807 0.585
2. Organizational learning 4 0.867 0.623
3. Organizational innovation 4 0.827 0.550
4. Performance
Financial 3 0.876 0.701
Non-financial 6 0.948 0.752
Source: Survey results from 214 enterprises
Table 6: Testing the impact of transformational leadership on performance
Relationships Estimate SE CR P Result
Transformational lead- — Organizational 0.677 0.138 6.145 0.000  Supported
ership learning
Organizational learning ~ — Organizational 0.525 0.106 5.638 0.000  Supported
innovation
Transformational lead- — Organizational 0.366 0.147 3.541 0.000  Supported
ership innovation
Organizational learning ~ — Performance 0.066 0.095 0.356 0.722  Not supported
Organizational innova- — Performance 0.789 0.097 3.654 0.000  Supported

tion

Source: Survey results from 214 enterprises
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Figure 3: SEM analysis results ¢

“Source: Survey results from 214 enterprises

Table 7: Chi-square difference results

Models Chi-square df P RMSEA TLI CFI

Variable 1,071.690 722 0.000 0.048 0.902 0.913
Invariance 1,084.037 729 0.000 0.048 0.902 0.912
Difference value 12.347 7 0.090 0.000 0.000 0.001

Source: Survey results from 214 enterprises

Table 8: Impact of the concepts of the invariant model on firm size

Relationships Micro-enterprises Small & medium enter-
(N=148) prises (N=66)
Estimate P Estimate P

Transformational leader- —  Organizational learning  0.729 0.000 0.603 0.000

ship

Organizational learning —  Organizational innova-  0.467 0.000 0.513 0.000

tion

Transformational leader- —  Organizational innova-  0.426 0.000 0.387 0.000

ship tion

Organizational learning —  Performance 0.052 0.790 0.064 0.790

Organizational —innova- —  Performance 0.881 0.000 0.982 0.000

tion

Source: Survey results from 214 enterprises
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model is chosen. In other words, firm size does not
change the relationship between five hypotheses on
the impact of transformational leadership on the per-
formance of SMEs in Can Tho®. Based on the results
of multi-group analysis, we have the following table of
effects of the concepts of the invariant model by firm
size.

DISCUSSION

Thus, based on the results of Tables 6 and 8, we can
confirm that the article has found evidence to prove
that transformational leadership impacts SMEs’ per-
formance in Can Tho city. Firstly, this study confirms
the positive role of transformational leadership in or-
ganizational learning in SMEs in Can Tho. The re-
sults of SEM analysis (Table 6) show that the investi-
gation is consistent with previous studies of Nguyen
and Luu ', Mutahar et al.®, Molodchik et al.>?. This
shows the important role of leaders in SMEs in Can
Tho city because leaders can inspire their employees,
thereby enhancing the spirit of mutual learning and
knowledge sharing. The study also discovered the role
of transformational leadership in expanding employ-
ees’ ability to learn from a friendly working environ-
ment. The results of the multigroup analysis in Table 8
provide further findings that, compared with SMEs,
transformational leadership in micro-enterprises in
Can Tho has a more significant impact on organiza-
tional learning. This is considered a new finding dif-
ferent from previous studies because most of the au-
thors have a similar approach to all enterprises of all
sizes.

In addition, similar to the studies of Garcia-Morales
et al.’®, Ahmad et al.!'>, Adam et al.!, Kittikun-

t17, Cortes and Herrmann !!, this study also

chotiwu
confirms that transformational leadership has made
an essential contribution to the innovation of SMEs
in Can Tho.

tional leaders in SMEs in Can Tho play an indispens-

This could explain that transforma-

able role in inspiring, intellectually stimulating, and
caring for employees. As a result, it has promoted
the spirit of learning in employees and positively in-
fluenced the innovation of enterprises in Can Tho.
Unlike empirical studies, this article has found that
transformational leadership in micro-enterprises has
a more significant impact on innovation than small
and medium-sized enterprises (Table 8). This can
confirm that transformational leadership is ideal for
small enterprises in developing countries like Viet-
nam in general and Can Tho in particular. Because
transformational leaders can foster a spirit of learning,
sharing knowledge, and enhancing an organization’s
ability to innovate*°.
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Moreover, through the SEM analysis in Table 6, it is
also confirmed that the role of organizational learn-
ing has had a significant impact on the innovation
of SMEs in Can Tho in recent years, similar to the
study of Garcia-Morales et al. '®, Nguyen and Luu '°.
Thereby, we can affirm that the driving force promot-
ing innovation of SME:s is the spirit of mutual learning
between leaders and employees, and between employ-
ees in the organization. Unlike experimental stud-
ies, this article does not have evidence to prove the
impact of organizational learning on performance in
SMEs in Can Tho city (Hypothesis H4 is not statisti-
cally significant 5%). Thereby we can see not always
learning together in an organization is effective. Be-
cause learning is a long-term process, so learning to-
gether in an organization may not be effective now

31 Another cause

but can be effective in the future
may be the separation of expertise and knowledge of
leaders and organization members, thereby making it
difficult to improve performance *2. Although the re-
search does not have enough evidence to confirm the
impact of learning, thanks to organizational innova-
tion, it has significantly contributed to improving the
performance of SMEs in Can Tho. The results of the
multi-group analysis (Table 8) confirmed that trans-
formational leadership in small and medium-sized
enterprises had a more significant impact on perfor-
mance than in micro-enterprises. Thus, the research
results of this article have more clearly shown the ef-
fect of using transformational leadership style on the
performance of SMEs in Can Tho city.

CONCLUSIONS AND MANAGERIAL
IMPLICATIONS

Conclusions

Based on the research results, some conclusions can
be drawn as follows: Firstly, based on TLT, the gaps
of previous studies, and expert opinion, the study has
built a model of the impact of transformational lead-
ership on performance consistent with the SMEs con-
text in Can Tho city. Research results show a rela-
tionship between transformational leadership, orga-
nizational learning, innovation, and performance in
SMEs. The study confirmed that there is an impact
of transformational leadership on the performance of
SMEs. As Rasheed et al.> has demonstrated, transfor-
mational leadership is very relevant and necessary in
the context of SMEs. Because of the small scale, the
head of the enterprise is the one who directs the strat-
egy, and they directly influence the employees.

Secondly, based on the research results (Table 6, Fig-
ure 3), the elements constituting the transformational
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leadership of SMEs in Can Tho have similarities with
the TLT. Accordingly, the transformational leader
must set a good example for the members to fol-
low (Idealized Influence-II). In addition, transforma-
tion leaders in SMEs also inspire their employees
(Inspirational Motivation-IM). Furthermore, trans-
formational leaders stimulate intellectual growth (In-
tellectual Stimulation-IS) and care for individuals in
the organization (Individualized Consideration-IC).
Among those components, the leader’s concern and
idealization factors have the most influence on the
transformational leadership of SMEs in Can Tho city.
Thirdly, the research results show that implementing
the transformational leadership of SMEs in Can Tho
city positively impacts the spirit of learning and shar-
ing of members thanks to transformational leader-
ship and organizational learning that have made an
essential contribution to the innovation of SMEs. As
Rasheed et al.? has shown, innovation is significant
for the survival and development of enterprises, espe-
cially SMEs. As a result, it has had a positive impact
on the performance of SMEs in Can Tho city in both
financial and non-financial aspects.

Managerial implications

Thus, the article’s research results show that trans-
formational leadership has a positive impact on the
performance of SMEs in Can Tho city through or-
ganizational learning and innovation. The results of
the multi-group analysis (Table 8) confirm the role of
transformational leadership in improving the spirit of
learning and innovation in micro-enterprises. There-
fore, to contribute to improving performance, lead-
ers of SMEs in Can Tho need to pay attention to the
characteristics of transformational leaders such as (i)
Role model for employees; (ii) Motivation to inspire
employees; (iii) Intelligent stimulation for employees;
(iv) Caring for employees. In particular, the indi-
vidualized and idealized characteristics of the leader
make an essential contribution to the characteristics
of transformational leaders in SMEs in Can Tho city.
Therefore, to perform well in the role of individual-
ized consideration, leaders need to pay attention to
professional training and skills coaching for employ-
ees, especially for micro-enterprises. Not only that,
but leaders of SMEs in Can Tho also need to pay more
attention to employees’ needs, abilities, and aspira-
tions to promote their strengths.

Based on the research results, it is also shown that
the idealized influence of leadership contributes to the
transformational leadership style in SMEs in Can Tho
city. Therefore, SMEs in Can Tho city leaders need

to pay attention to creating trust in employees and
respecting their subordinates. Because leaders want
employees to believe in them, they must first put their
trust in employees. In addition, through interviews
with experts, to create trust for employees, leaders in
SMEs in Can Tho city need to uphold the interests of
individuals. And most importantly, the leader must
always listen to ideas, initiatives and treat everyone
fairly.

In addition, this study also shows that inspirational
motivation and intellectual stimulation factors for in-
dividuals also create outstanding characteristics of
leaders of SMEs in Can Tho city. Therefore, to gen-
erate motivation at work for employees, leaders must
regularly provide timely support, help, and guide in-
dividuals to solve problems that arise in their work.
Moreover, based on the article’s research results, lead-
ers in SMEs in Can Tho need to promote and ex-
press more confidence and enthusiasm to their sub-
ordinates. This contributes to creating a learning cul-
ture in enterprises and arouses the spirit of learning
and sharing, contributing to innovation and improv-
ing the performance of SMEs in Can Tho city.

This study demonstrates the need for transforma-
tional leadership to contribute to creating a learning
organization that contributes to the innovation and
performance of SMEs in Can Tho. For proposals re-
lated to the research’s results to apply to SMEs, these
results can be transferred to the Can Tho Business As-
sociation, where business leaders periodically meet,
exchange, and share. Not only that, the results of this
study can be a valuable source of information in the
Can Tho SMEs Support Center (Department of Plan-
ning and Investment) for the consulting and train-
ing on leadership transformation for SMEs in the city.
Therefore, the article can help SMEs in Can Tho real-
ize the importance of leadership in improving perfor-
mance.

By implementing this article, we can affirm the ne-
cessity of transformational leadership for innovation
activities in SMEs, especially micro-enterprises in
Can Tho city. Because of its positive contribution
to the performance of SMEs. Different from empir-
ical studies, this article in the SME context incor-
porates research on the relationship between trans-
formational leadership, organizational learning, or-
More-
over, this article has adjusted and supplemented the

ganizational innovation, and performance.

scales through expert interviews to suit the character-
istics and context of SMEs in Can Tho, such as the
“Idealised Influence” and “Individualized Consider-
ation” scales of transformational leadership concept
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and “Organizational Learning” scale. The article pro-
vides a scientific basis for future scholars to review for
research related to leadership transformation in other
localities in Vietnam.

The limitations and future recommendations: Firstly,
the research does not have enough evidence to prove
the direct impact of organizational learning on per-
formance. This is because this study has not consid-
ered the difference in expertise and knowledge be-
tween leaders and organization members>2. There-
fore, further studies can examine the influence of this
factor on organizational learning ability and perfor-
mance. Secondly, although it ensures the analysis
conditions, the study’s sample size ensures the neces-
sary minimum. Therefore, the following authors can
expand the research with a larger sample size to have
a basis for comparing the results with experimental
studies.
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TLT: Transformational Leadership Theory
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Nghién citu su tac déng ctia lanh dao chuyén déi dén hiéu qua hoat
ddéng chia cac doanh nghiép nhé va vua tai Thanh phé Can Tho,
Viét Nam

Dinh Céong Thanh", Pham Lé Hong Nhung, Lé Tan Nghiém, Lé Trung Ngoc Phat

TOM TAT

Lanh dao chuyén ddi dugc xem la phong cach lanh dao nang cao y thitc vé lgi ich tap thé cho nhan
vién cla té chiic. Nghién ctu dugc thuc hién nhdm phan tich su téc dong clia lanh dao chuyén
déi dén hiéu qua hoat dong clia cac doanh nghiép nhd va vira tai Thanh phé Can Thao, Viet Nam.
Dé tai dugc thuc hién dua trén ca s& ly thuyét va bén thanh phan clia Ly thuyét Lanh dao chuyén
ddi (TLT) (Anh hudng ly tudng - II; Truyén cam hing — IM; Kich thich trf tué - IS; Quan tam ca nhan
- 10), lugc khao cac nghién clu lién quan va tham van y kién cac chuyén gia dé xay dung mo hinh
nghién ctu. DU liéu dugc khao séat ti 214 doanh nghiép nhé va via trén dia ban thanh phé. Cac
phuong phap phan tich dir liéu dugc st dung bao gom kiém Cronbach's alpha, phan tich nhan
t6 khang dinh (CFA), mé hinh c4u tric tuyén tinh (SEM) va phan tich cu tric da nhém. Két qua
nghién ctu khang dinh, lanh dao c6 phong cach chuyén déi déng vai trd quan trong tac dong tich
cuc dén tinh than hoc hai va chia sé kién thiic cia cac thanh vién trong t6 chiic, dac biét déi vai cac
doanh nghiép siéu nhd gap nhiéu kho khan do thiéu nguén luc. Nhé vao lanh dao chuyén déi (TL)
va su hoc tap trong t8 chic (OL) da déng gop quan trong vao su déi mai (Ol) cling nhu nang cao
hiéu qua hoat déng (hiéu qua tai chinh va phi tai chinh) cho cac doanh nghiép vira va nhé & Can
Tho. Dya vao két qua nghién clu, dé tai da dé xuat mot s dac diém clia ngudi lanh dao chuyén
déi & cac doanh nghiép nho va vita trén dia ban thanh phd. Trong d6, bai viét nhan manh sy dnh
hudng clia yéu té quan tam ca nhan va ly tuéng hoa clia ngudi lanh dao trong viéc nang cao kha
nang hoc tap, gop phan vao su déi mdi té chic cling nhu nang cao hiéu qua hoat déng cho céac
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