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Background: Improving organizational performance for firms in developing countries 
like Vietnam by huge investments in technological innovation is not feasible, because the 
majority of firms in these nations are small and medium size, with a lack of capital, 
resources, and R&D capabilities. Given the important role of change capability for 
organizational performance, the purpose of this paper is to investigate the impacts of 
transformational leadership (TL) on organizational performance via the mediating role of 
organizational change capability in cases of Vietnamese enterprise.
Methods: Based on the cross-sectional design method and empirical data, this study applied 
analysis of moment structures (AMOS) and structural equation modeling (SEM) to inspect 
the link between the latent variables in the proposal research model through the empirical 
data gathered from 302 participators in 125 Vietnamese firms.
Results: The findings of this study show the significant and positive influences of TL on 
organizational change capability and organizational performance. Importantly, organizational 
change capability significantly mediates the influence of TL on operational and financial 
performance.
Conclusion: This study contributes to filling the gaps in the literature and advancing the 
insights of how TL fosters specific aspects of change capability for improving two crucial 
components of organizational performance, namely operational and financial 
performance.
Keywords: transformational leadership, organizational performance, innovative culture, 
capable champions, operation performance, financial performance

Introduction
Before the rapid technological progress and fierce competition of the business 
environment, scholars highlighted the important role of improving organizational 
performance and viability based on promoting the leadership effect and effectively 
using their potential resources such as human capital.4,6 Improving organizational 
performance is considered a critical solution for firms to survive and develop in 
a sustainable way.7 Among various factors affecting organizational performance, 
previous studies highlighted the important influences of leadership8,9 and organiza-
tional change capability (OCC)6,10 on organizational performance. Consequently, 
this study will focus on exploring how transformational leadership (TL) predicts 
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change capability to improve organizational performance. 
These issues are new, urgent, and very essential for firms 
in the context of change by following grounds.

Business environments are rapidly changing and unpre-
dictable, with increasing speeds and complexity.9,11 

Consequently, leaders and their organizations are attempt-
ing to diagnose effective ways for responding to the 
changes of business environment and initiating to imple-
ment changes. Even so, they sometime still fail due to poor 
change initiatives and dearth of change leadership 
practices.8,9 To successfully improve organizational cap-
ability for change, Lei et al9 indicated that CEOs and 
managers need to be aware of the necessity for change, 
improve their ability to adapt to change, and practice an 
appropriate leadership style to enhance the organization’s 
ability to change because they act as a key agent in change 
efforts of an organization. Prior researchers asserted that, 
among dominant leadership styles, transformational lea-
dership is considered the most effective one that brought 
firms many key benefits and various important outcomes 
(Son et al, 2020).12 TL is particularly appropriate for firms 
in developing countries to nurture innovative behavior 
among employees and bring about sustainable economic 
growth before the changes of economic and business 
circumstance.13,14 However, the mechanism of how TL 
affects change capability is still limited.9 So, examining 
the correlation between TL and OCC can increase more 
insight on the new approach to foster organization cap-
ability for change.

Transformational leaders not only induce a positive 
effect on change capability, they also inspire and arouse 
working motivation of employees to fulfill their duties 
more than expected, thereby helping the organization 
improve organizational performance (Son et al, 2020).1–3 

Transformational leaders have the capacity to develop and 
utilize all available resources effectively over short- and 
long-term periods to help firms increase organizational 
performance and achieve sustainability (Son et al, 2020; 
Le & Le, 2021).15 In particular, note Son et al (2020) 
supposed that transformational leaders inspire their 
employees to achieve the highest degrees of achievement 
for organizational and managerial performance. 
Nevertheless, there has been a dearth of research investi-
gating the connection between TL and certain aspects of 
firm performance in terms of operational and financial 
performance (Son et al, 2021).6,16 To address this problem, 
our study is conducted to clarify the different effects of 
transformational leadership on particular parts of 

organizational performance, namely operational perfor-
mance and financial performance. The findings of paper 
are, therefore, expected to generate more valuable under-
standing which can better explain the differences in sev-
eral aspects of performance among enterprises.

Prior academic studies suggested the notable impacts of 
TL on change capability,9,17,18 which in turn creates an 
appropriate climate for stimulating organizational 
performance.6,19 Especially, Yasir et al14 noted that it is 
necessary to continuously investigate more processes to 
help transformational leaders manage changes effectively. 
However, according to author knowledge, there is a lack of 
studies investigating the possible mediating mechanism of 
change capability, especially in terms of capable champions 
and innovative culture in the TL-OCC relationship. This 
restricts our knowledge of the diverse methods or approaches 
by which transformational leaders can produce a positive 
culture or establish a strong OCC for enhancing organiza-
tional performance. Such a situation requires a more theore-
tical basis and practical confirmation to explain and confirm 
the relationship among the structures. Therefore, this study is 
undertaken to clarify impacts of TL on organizational per-
formance via the intermediating effects of change capability.

The above argument raises the following three research 
questions (RQ):

RQ1. Does TL significantly predict change capability?

RQ2. Does TL induce different impacts on operational and 
financial performance?

RQ3. Does change capability serve as a mediator in the 
relationship between TL and organizational performance or 
not?

To shed light on the three research questions above, the 
paper utilizes Structural Equations Modeling (SEM) to eval-
uate the influence and relationship among the latent research 
factors by surveying 302 respondents of 125 service and 
manufacturing companies in Vietnam. This paper is expected 
to offer valuable and useful initiatives for enterprises in the 
context of developing countries like Vietnam to successfully 
foster their change capability and organizational performance.

Literature Review and Hypotheses 
Development
The Effects of TL on Change Capability
Change capability plays an increasingly important role 
towards the sustainable development of firms due to its 
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decisive influence on firm competitive advantage during 
the fast change of business environment.9,20 According 
to Lei et al,9 change capability manifests “the organiza-
tion’s ability to produce and implement successful solu-
tions aiming to respond to environmental and 
organizational evolution.” Judge and Elenkov21 consid-
ered change capability as one of the most important and 
dynamic competences that allow organizations to convert 
or/and make old capabilities suitable for the new oppor-
tunities and threats, and contributes to generating new 
capabilities for firms to achieve competitive advantage. 
In the same vein, Stouten et al20 highlighted change 
capability as a dynamic force of bringing organizations 
core benefits at some decisive point of time. It is widely 
acknowledged as a “meta-capability” allowed firms to 
succeed in a fiercely competitive environment and 
achieve sustainable development over the long term.9,22

Lei et al9 have recognized and considered the capable 
champions and innovative culture as two dominants 
reflecting the change capability of an organization. 
Wherein, innovative culture reflects a firm’s capability to 
set up norms of innovation/change as well as significant 
supports for innovative behaviors and activities.9,23 

Innovative culture helps firms to perceive what are 
changes in the business environment and how to prepare 
and manage it effectively. Capable champions allude to the 
individuals’ superior capabilities in challenging the status 
quo and bringing positive changes for an organization 
based on possessing good thinking ability and inter- 
personal expertise to communicate and bring positive 
changes into existence.9,23

In general, innovative culture can be seen as a prerequisite 
for an organization to raise awareness and prepare for 
change activities; while capable champion is a sufficient 
condition to implement changes smoothly.9 

This study is particularly attentive to these ingredients in 
assessing the organizational capability for change because 
they reflect the root of change capability and core compe-
tence to implement positive changes in a complex envir-
onment. Scholars identified OCC as one of the most 
crucial competences for firms to successfully implement 
change and innovation.9,10 However, change capability is 
also the capacity that organizations are lacking most 
today.17 So, this study attempts to explore a suitable 
mechanism for improving this capability by examining 
the TL’s effects.

Leadership plays a key role in nurturing OCC. Indeed, 
prior studies underlined the direct and positive effects of 
leaders on innovation and change capability by constitut-
ing appropriate conditions and climate within an organiza-
tion assisting for the generation and implementation of 
innovative activities.17,20,24 They were also directly 
involved in promoting capabilities of change and innova-
tion by developing a conducive climate for processes of 
sharing knowledge among individuals,4 or by bringing 
about significant supports that stimulate activities of 
experimenting and introducing new ideas, procedures, 
and processes.25 Transformational leadership is utilized 
to depict leaders characterizing by four features: (1) idea-
lized influence reflects a leader’s ability in providing 
a vision and mission, inspiring pride, and obtaining trust 
and respect from followers; (2) intellectual stimulation 
expresses the ability of leaders in promoting intelligence, 
creative problem-solving, and rationality; (3) inspirational 
motivation manifests the concerns of transformational lea-
ders in using symbols to focus employees’ efforts, exhibit-
ing high expectations and important goals in simple and 
attractive ways; and (4) individualized consideration 
reflects attentiveness of leaders in satisfying employees’ 
needs, advising, and coaching each employee severally.4,26

Leadership is a decisive factor for the success of the 
organization that is closely related to a diversity of key out-
comes such as innovation and change capability.8,9,27 

According to Lei et al9 “leadership plays a central role in 
both the process of change and change implementation”. 
Especially, Lutz Allen et al28 argued that by strengthening 
TL practices, leaders can improve firm ability in managing 
and implementing organizational change. Importantly, trans-
formational leaders can create positive impacts on capable 
champions and innovative culture based on its ability of 
transforming employees’ values, attitudes, and beliefs, as 
well as inspiring them to overcome difficult situations and 
challenges for pursuing and achieving intended goals.17,29 

Transformational leaders bring about an atmosphere of posi-
tive change to the organization by instilling confidence in the 
events of change and establishing an attractive vision 
towards changes (Oreg & Berson, 2011).33 In a similar 
vein, Connelly et al30 supposed that transformational leader-
ship generates shared values and probable commitment to the 
events of change by initiating an explicit vision for inspiring 
employees’ optimism, hope, and belief. TL is considered the 
most relevant leadership style that acts as a main agent for 
implementing and effectively managing the change 
processes.11 As expected, transformational leaders can 
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establish and sustain the norms for changes, promote change 
initiatives, and foster the willingness of employees toward 
the necessary changes by making them aware of the benefits 
and the need for change on both individual and organiza-
tional level.9 TL also significantly arouse the employees’ 
motivation to fulfil their duties for innovation and change 
by persuading them to transcend self-interest and obstacles to 
achieve the intended change plans.9 Recently, Ha and Le17 

argued that transformational leaders care a lot about devel-
oping new skills for employees, unendingly spotting new 
chances for organizational development, and providing 
a clear vision for change. Empirical findings of Ha and 
Le17 revealed that TL is positively and significantly asso-
ciated with capable champions and innovative culture.

The above arguments support the positive impact of 
TL on aspects of OCC; however, according to Lei et al,9 

more evidence on effects of TL on specific components 
of change capacity, namely capable champions and 
innovative culture, are necessary. So, we proposed that 
(see Figure 1):

H1a: TL is positively associated with innovative culture.

H1b: TL is positively associated with capable champions.

The Influence of TL on Organizational 
Performance
Scholars see organizational performance as having many 
different meanings and approaches because organizational 
performance is measured and expressed in many ways, stem-
ming from the different concerns of stakeholders about social 
responsibility, economic outcomes, and the environmental 
impacts of firms or organizations (Son et al, 2020).6 For 
example, Madella et al31 considered organizational perfor-
mance as the ability to obtain and handle appropriately key 
resources of organization such as human, finance, and the 

other physical assets. Lee32 examined organizational perfor-
mance as the result of the operational process and implemen-
tation of the business strategy of the enterprises. It reflects the 
achievement or outcomes of an organization in the correla-
tion to its intended objectives and set goals. Tsai and Yen36 

emphasized the important role of financial and market per-
formance and used these aspects to measure organizational 
performance of organizations. However, most prior studies 
considered and investigated operational and financial perfor-
mance as two main components which reflected organiza-
tional performance and directly related to the economic value 
of organizations (Son et al, 2020).7 Accordingly, this study 
applies the indicators of financial and operational perfor-
mance to measure organizational performance because they 
not only reflect accurately the performance or achievement, 
but are also crucial factors which directly affect the existence 
and development of an organization. Specifically, operational 
performance manifests the degree of effectiveness in the 
processes of cost management, quality development, respon-
sive capability, productivity, and customer satisfaction 
achievement. Financial performance reflects the level of 
success of using organizational assets or properties to result 
in revenues that is shown through the financial statements of 
organizations (Son et al, 2020).7

As one of the powerful leadership styles, TL is posi-
tively associated with the managerial performance and 
organizational performance of organizations.35 Numerous 
prior studies have explained the positive TL-organizational 
performance relationship (eg, Garcia-Morales et al36, 
Tushman and Nadler37, Nguyen et al, 2017; Son et al, 
2020). Indeed, as claimed by Bass,29 organizational per-
formance is supported and enhanced by capabilities of 
inspiring and persuading of transformational leaders 
toward employees. This stimulates employees to work 
hard and achieve goals beyond expectations. 
Transformational leaders also attempt to build the systems 

Figure 1 Proposed research model.
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of governance and support to elicit energy, enthusiasm, 
and activities of learning, knowledge sharing, and innova-
tion of employees in the organization for boosting organi-
zational performance (Son et al, 2020).5,37 According to 
Garcia-Morales et al,36 high organizational performance is 
driven by an organizational environment operated by the 
proper application and practice of TL leadership style. 
Wang et al's38 meta-analytic work indicated that TL prac-
tices positively predict the organizational performance of 
firms. Similarly, Nguyen et al (2016) found that TL 
induces positive impacts on organizational performance 
by encouraging the significant contributions of employees 
through performance improvement initiatives and innova-
tion activities. Empirical research of Masa’deh et al39 

showed that TL is positively related to both job perfor-
mance and firm performance. Li et al40 justified that TL is 
more likely to cultivate innovative behavior and positively 
affect job performance of employees. Recently, Son et al 
(2020) argued that TL is positively related to job perfor-
mance of managers and organizational performance 
because transformational leaders tend to prompt employ-
ees toward the attainment of the desired result with or 
without the rewards. Their findings revealed that TL is 
significantly associated with financial and operational per-
formance. From these arguments, this study proposes 
hypotheses as follows:

H2a: TL significantly affects operational performance.

H2b: TL significantly affects financial performance.

Change Capability Mediates TL’s Effect on 
Organization Performance
The early approaches on theories of change management 
supposed that if firms were constantly changing, they 
might not be effective or improve performance because 
employees require routines to work effectively for improv-
ing performance.41 Especially, before the rapid change of 
business environment, the capability to adjust effectively 
and quickly towards change events are now becoming 
critical concerns of leaders and managers. As a result, 
nowadays, scholars have widely acknowledged that 
a vital importance for firms is that they are able to undergo 
continuous change.42,43 The ability of firms to be con-
stantly changing can become a good and dynamic habit 
in its own right. It is a normal and natural response to 
unforeseeable business environments and markets.42,43 

Consequently, change capability is a decisive factor for 
firms to attain continued success.

The relationship between change capability and 
organizational performance has not had much attention 
from many authors, however current literature also 
showed the evidence for this relation. Specifically, 
scholars proposed that the higher the organizational 
capability for change, the higher the firm 
performance.44 Judge et al45 used multi-source data 
from 86 service and manufacturing firms in Russia 
and indicated that change capability is significantly 
and positively related to organizational performance. 
Ramezan et al6 highlighted that high percentage of 
change in organizational performance can be explain-
able and predictable with change capability. It means 
that change capability can be an important antecedent 
that significantly and positively affects organizational 
performance of firms. In the same vein, Judge et al10 

indicated that change capability has the positive and 
strong impacts on organizational performance. In par-
ticular note, previous studies have reported the signifi-
cant influences of OCC on both operational 
performance and financial performance. Specifically, 
Shipton et al46 proposed that organizational capability 
for change enhanced organizational performance in 
terms of the success of financial results. Ramezan 
et al6 indicated the significant effects of change cap-
ability on organizational performance in terms of stra-
tegic performance and organizational growth. These 
authors found that change capability allows firms 
a high profit opportunity in comparison with its main 
rivals and being regarded as a leading firm in its 
industry. Highlighting change capability as an impor-
tant dynamic resource of organizations, previous works 
pointed out that change capability significantly predicts 
operational performance and financial performance.21,47

The above arguments support the significant impacts of 
change capability on organizational performance. Yet, 
there has been a scarcity of empirical research about the 
link between key aspects of OCC and specific elements of 
organizational performance, namely performance and 
financial performance.6 Thus, to provide further under-
standing of how innovative culture and capable champions 
contribute to financial and operational performance, this 
study proposes that:

H3a, b: Innovative culture significantly affects operational 
and financial performance.
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H3c, d: Capable champions significantly affect operational 
and financial performance.

The above argument shows that TL is associated with 
change capability, which in turn positively influences two 
forms of organizational performance. Specifically, Cai et al48 

indicated that based on creating high trust of employees in 
leadership, transformational leaders can successfully increase 
change capability, which is the key antecedent and driving 
force of improving organizational performance.6 Similarly, 
Katsaros et al49 indicated that leadership is a primary driver 
for organizational success, including organizational changes 
and organizational performance results. According to Katsaros 
et al49 firms need to improve change capability to facilitate 
performance outcomes. Their empirical finding reported that 
change capability of employees significantly mediates the 
effects of different leadership styles on organizational perfor-
mance. Consequently, by concentrating on TL practices, this 
study argued that transformational leaders can build up 
a positive climate for encouraging innovative culture and 
capable champions, since fostering both operational and finan-
cial performance. Hence, the following hypotheses are tested:

H4a: Change capability mediates TL’s effects on opera-
tional performance.

H4b: Change capability mediates TL’s effects on financial 
performance.

Methodology
Sample and Procedures
In summer 2019, empirical data were collected through 
a survey of 125 manufacturing and service firms through 
using a convenient sampling method in some major cities 
in Vietnam such as Hanoi, Danang, and Hochiminh. The 
authors have made contact with representative persons of 
enterprises by telephone or paying visits to interpret the 
motive of this study and look for their support for gather-
ing data. To meet the research goals, the participants 
should be directors/managers, head/deputy head, and key 
staffs working in major departments of firms to warrant 
they have a thorough knowledge of the organization’s 
critical information and issues. This study used 23 
observed variables adapted from existing scales in the 
literature to develop the initial list of items to measure 
five latent factors. Then this study applied backward trans-
lation to confirm the consistency between the English 
questionnaire and Vietnamese questionnaire. After that 

this study implemented the pilot through in-depth inter-
views/queries with five excellent academics at three major 
universities in Vietnam and 50 respondents from six com-
panies to define the suitability of the question sheet before 
collecting the formal data. This study allocated 500 ques-
tion sheets, and got 399 ones in return, among which were 
302 complete ones (60.4% validity rate). According to 
Hair et al,50 the minimum sample size must be greater 
than 5-times the total of 23 observed variables used in this 
study, respectively 5*23=115. Therefore, with 302 valid 
questionnaires, this study has ensured the standard of 
sample size used to test the multivariate linear regression 
model. This study tested potential non-response bias using 
the method suggested by Armstrong and Overton.51 In 
addition, this study utilized independent sample t-test and 
Chi-square to contrast the earlier 85 participants and the 
last 85 participants through the number of employees, 
business type, and revenue and capital. The results showed 
that there has no significant difference among two groups 
of responses (p>0.05). In other words, it indicated that 
common method bias is not a concern.

Measurements
All the latent factors were estimated based on applying 
multiple items which are measured through five-point 
Likert-type scales, ranging from “1” (not at all) to “5” 
(frequently); or “1” (strongly disagree) to “5” (strongly 
agree).

Transformational Leadership
This study utilized four items adjusted from the Chen et al52 

study to estimate the perceptions of participants about TL 
behaviors of their leaders. A sample items is “Leaders in our 
company are capable of motivating and guiding their collea-
gues on the job”; and “Leaders in our company always acts as 
the organization’s leading force.”

Organizational Capability for Change
This study applied eight items adjusted from the work of 
Judge and Elenkov21 to estimate two aspects of change 
capability of firms. Specifically, capable champions are 
estimated using four items to measure the ability of firms 
in attracting, retaining, and empowering the change lea-
ders. A sample item is “Our company has change 
champion(s) who are willing and able to challenge the 
status quo?”. Innovative culture is estimated by using 
four items to reflect the ability of firms in establishing 
norms of innovation and encouraging the change and 
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innovative activities. A sample item is “Our company has 
an organizational culture that values innovation and 
change”.

Organizational Performance
This study applied 11 items derived from the research of 
Wang et al7 to measure financial and operational perfor-
mance. Wherein, operational performance is measured 
using five items reflecting the effective degree of firms in 
attaining the customer satisfaction, quality evolution, cost 
management, and productivity and responsiveness. 
A sample item is “Customer satisfaction of our company 
is better than that of key competitors”. Financial perfor-
mance is measured using six items to reflect the capability 
of firms in utilizing their assets to generate revenues 
reflected by the firm’s financial statements. A sample 
item is “Return on investment of our company is better 
than that of key competitors”.

Control Variables
This study used the indicator of number of employees 
(firm size) as a control variable to account for variance 
among organizations due to their potential impacts on 
aspects of organizational performance.

Data Analysis Methods
This study used AMOS software (Analysis of Moment 
Structures) to measure the validation and test the structural 
model using the data collected from the 302 participants of 
125 service and manufacturing Vietnamese firms. This 
study applied Confirmatory factor analysis (CFA) to 
inspect the reliability and validity of the latent variables. 
We have used Structural Equation Modeling (SEM) to 
estimate the correlations among the latent constructs. 
Finally, this study conducted a bootstrapping procedure 
to test for the significances of the proposal research 
hypotheses.

Data Analysis and Results
Measurement Model
We first tested the reliability of the measures for the con-
structs by examining the separate Cronbach’s alpha coeffi-
cients (Cα). The statistics findings range from 0.82–0.95 
that are greater than Nunnally and Bernstein53 recom-
mended level of 0.7. This study then implemented CFA 
to evaluate the overall measurement model for assessing 
the discriminant and convergent validities.

For evaluating the convergent validity, this study follows 
the procedures of Hair et al50 by calculating the factor 
loadings of the indicators, the values of composite reliability 
(CR), and the values of average variance extracted (AVE). 
Table 1 indicated that all factor loadings are greater than 0.6 
(p<0.001); CR values exceed 0.7; and AVE values are higher 
than 0.5. These findings showed that all the measures meet 
the criteria of convergent validity.

For measuring the discriminant validity, this study 
followed the procedures of Fornell and Larcker54 through 
the average variance extracted (AVE) to test the discrimi-
nant validity among the constructs. As shown in Table 2, 
the discriminant validity is evaluated by likening the 
square root of the AVE with the Correlation coefficients 
among the latent factors.

Table 2 indicates that AVE’s square root of each latent 
variable (diagonal constituents in bold) is higher than the 
correlation coefficients among the variables in the propo-
sal model. In other words, this has confirmed the latent 
variables’ reliability, and discriminant and convergent of 
scales. Then this study examines the fit of measurement 
model by calculating key indicators such as CMIN/df, 
GFI, RMSEA, NFI, and CFI. Table 3 shows the proposal 
model is suitable for the data and can be used to explain 
the research proposal hypotheses because the fit index 
meets the criteria of satisfactory levels.

Structural Model
This part will present the major findings of testing the 
research hypotheses in the Structural Equation Modeling 
(Figure 2, Tables 4 and 5).

Direct Effect Analysis
The findings in Figure 2 and Table 4 indicate that all the 
direct influences of independent factors on dependent fac-
tor are statistically significant. So hypotheses H1-H3 are 
supported. Specifically:

Regarding H1a and H1b, the findings in Table 4 have 
provided support for the significant influences of TL on 
two components of OCC. Specifically, the findings 
revealed that TL has a greater effect on capable champions 
(β=0.665; p<0.001) compared to the impacts of TL on 
innovative culture (β=0.646; p<0.001).

The findings also support H2a and H2b. Specifically, 
they showthat the effects of TL on organizational perfor-
mance in terms of financial performance (β=0.413; 
p<0.001) are larger than TL’s influence on operational 
performance (β=0.277; p<0.001).
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For the Hypotheses H3a, H3b, H3c, and H3d, the 
findings indicate that innovative culture significantly 
affects operational performance (β=0.254; p<0.001), and 
financial performance (β=0.195; p<0.001). Capable cham-
pions are significantly associated with operational 

performance (β=0.377; p<0.001), and financial perfor-
mance (β=0.277; p<0.001). These results show that both 
innovative culture and capable champions induce greater 
effects on operational performance compared to their 
effects on financial performance.

Table 1 The Standard Loading and Reliabilities of Measurement Models

Construct Item Loading t-value CR AVE Cα

Transformational leadership (TL) 4 – – 0.82 0.53 0.82
TL1 0.75*** 12.5

TL2 0.71*** 11.7

TL3 0.68*** 11.2
TL4 0.77*** 12.6

Innovative culture (IC) 4 – – 0.91 0.73 0.91

IC1 0.88*** 22.5

IC2 0.80*** 18.9
IC3 0.91*** 22.6

IC4 0.81*** 19.0

Capable champions (CC) 4 – – 0.93 0.77 0.93

CC1 0.82*** 20.2

CC2 0.91*** 26.1
CC3 0.82*** 26.2

CC4 0.86*** 22.3

Operational performance (OP) 5 – – 0.95 0.79 0.95

OP1 0.85*** 26.6

OP2 0.89*** 19.3
OP3 0.94*** 23.9

OP4 0.85*** 26.7

OP5 0.94*** 24.0

Financial performance (FP) 6 – – 0.94 0.76 0.94

FP1 0.93*** 28.3
FP2 0.82*** 18.1

FP3 0.81*** 21.1

FP4 0.81*** 20.9
FP5 0.90*** 23.5

FP6 0.91*** 28.2

Notes: Cα ≥0.7; composite reliability ≥0.7; average variances extracted ≥0.5; ***p<0.001.

Table 2 The Means, Standard Deviation, and Correlations Among the Latent Factors

Constructs TL IC CC OP FP

Transformational leadership (TL) 0.73
Innovation culture (IC) 0.62*** 0.85
Capable champions (CC) 0.64*** 0.51*** 0.88
Operational performance (OP) 0.66*** 0.61*** 0.68*** 0.89
Financial performance (FP) 0.69*** 0.59*** 0.64*** 0.63*** 0.87
Mean 3.44 3.54 3.52 3.70 3.76
Standard deviation (SD) 0.52 0.59 0.66 0.62 0.58

Notes: Cα ≥0.7; CR ≥0.7; AVE ≥0.5; ***p<0.001; Diagonal elements (in bold) are the square root of the AVE.
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The findings of examining the proposal hypotheses are 
acquired after evaluating the control effects of firm size. 
Table 4 shows that the impacts of firm size on aspects of 
organizational performance are not statistically significant. 
So this study did not confirm the control role of firm size 
in the relationship with organizational performance.

Indirect and Total Effect Analysis
Besides showing the evidence about the TL’s effect on 
organizational performance, this paper also indicates how 
TL is connected with organizational performance through 
the change capability of organization. To show the proof 
on the mediating effects of OCC in the TL-organizational 
performance relationship, we have applied the procedures 
of bootstrapping to examine the significant levels of indir-
ect effects as the recommendation of Preacher and 
Hayes.55 As shown in Table 5, this study utilized a 95% 
bias correct confidence interval with the 3000 bootstrap-
ping sample to examine the significance of indirect 
influences.

The results in Table 5 have demonstrated the indirect 
impacts of TL on financial and operational performance 
through key components of OCC. TL’s indirect effects on 
operational performance (β=0.415; p<0.001) and financial 
performance (β=0.310; p<0.001) are significant, with 
p-values less than 0.001 and in the confidence interval. 
In other words, Table 5 firstly provides evidence for the 
mediating effects of innovative culture and capable cham-
pions in the connections between TL and organizational 
performance. The findings also manifest that total effects 
of TL on financial performance (β=0.723; p<0.001) are 
very impressive compared with its effects on operational 
performance (β=0.692; p<0.001).

Discussions and Implications
Organizational performance generally manifests effective 
degrees and the success of an organization in the compe-
titive environment (Son et al, 2020).7 However, the great-
est constant of modern times is change. Change capability 
to adapt effectively and quickly toward the change events 
armed to use effectively available resources of firms are 
becoming a critical matter for all organizations.6 In such 
a context, by developing a proposal research model and 
research hypotheses to predict the influences of TL and 
aspects of change competence on organizational perfor-
mance, this paper has significantly contributed to both 
practical and theoretical initiatives on organizational per-
formance to attain sustainable development goals for orga-
nizations by the following reasons.

First, firm sustainability manifests its capability to 
address the aspects of performance over short- and long- 
term periods.56 So it is very important for firms to attain 
sustainable development by improving their performance 

Table 3 Overall Fit Index of the CFA Model

Fit Index Scores Recommended 
Threshold Value

Absolute fit measures:

Chi-square/df (CMIN/df) 1.568 ≤2a; ≤5b

Goodness of fit index (GFI) 0.911 ≥0.90a; ≥0.80b

Root mean square error of 

approximation (RMSEA)

0.044 ≤0.08a; ≤0.10b

Incremental fit measures:

Normed fit index (NFI) 0.949 ≥0.90a

Adjusted goodness of fit index (AGFI) 0.886 ≥0.90a; ≥0.80b

Comparative fit index (CFI) 0.981 ≥0.90a

Note: aAcceptability: acceptable; bAcceptability: marginal.

Figure 2 The findings of the hypotheses in the structural model. 
Note: ***p<0.001.
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before the rapid change of business environment through 
enhancing change capability. Although organizations are 
paying out tens of millions of dollars to increase its change 
capacity such as organizational restructuring and informa-
tion technology installations, this seems to be not effectual 
(Son et al, 2020).6 The main reasons to explain such fail-
ures may be that leaders have not yet recognized and 
promoted organizational capability for change. As 
a result, by investigating the relationship between two 
specific components of OCC and the other potential fac-
tors in the proposal research model, this study has con-
tributed to advancing the knowledge and initiatives on 
change capability for firms. Indeed, innovative culture 
and capable champions reflect two essential and different 
elements of change capability. Where innovative culture 
“creates the material foundation and spirit perfectly that 
promotes the change”, capable champions will “turn inno-
vative culture/change into a successful reality”.9 Such an 
approach is more feasible for directors/managers to per-
ceive the simple and effective way to develop their firm 
capability for change.

Second, the current business and economic changes in the 
developing countries recommend directors or business leader-
ship to apply the TL style for stimulating innovative behavior 

among employees and bringing about sustainable economic 
development.14,57 However, the knowledge and mechanism of 
how transformational leaders affect firms’ capability of inno-
vation and change is still insufficient (Son et al, 2020).6 

Consequently, the paper has contributed to advancing the 
insights of the correlation between TL and organization’s 
change capability and innovation by implementing an ade-
quate review of existing studies of OCC, and indicated TL’s 
significant impacts on firms’ innovative culture and capable 
champions. The main justification for such results may be that 
TL style is seen as one of the most successful and appropriate 
leadership styles for firms in the context of developing coun-
tries like Vietnam.14,57 TL has great impacts on change cap-
ability and employees’ innovative work behavior through 
inspiration and intellectual stimulation (Le & Le, 2021).14 

The empirical findings revealed that the positive features of 
transformational leaders are the root that act as the key driver 
of stimulating the willingness and positive behaviors of 
employees for change and innovation. Accordingly, the man-
agers and directors should apply TL practice to increase 
change capability by caring for communicating about the 
goals and purposes of organization, acting as the leading 
force in organization, and unceasingly attempting to explore 
new chances for developing their organization.

Table 5 The Confidence Intervals of Indirect Influences

Path Direct Effects Indirect Effects Total Effects Bias-Corrected Confidence Intervals

LLCI ULCI

TL→IC, CC→OP 0.277*** 0.415*** 0.692*** 0.311 0.535

TL→IC, CC→FP 0.413*** 0.310*** 0.723*** 0.197 0.435

Note: ***p<0.001 level.

Table 4 Structural Model Results

Hypotheses Effects Estimate t-value Results

H1a: Transformational leadership → Innovation culture + 0.646*** 9.83 Supported
H1b: Transformational leadership → Capable champions + 0.665*** 11.1 Supported

H2a: Transformational leadership → Operational performance + 0.277*** 3.35 Supported

H2b: Transformational leadership → Financial performance + 0.413*** 4.82 Supported
H3a: Innovation culture → Operational performance + 0.254*** 4.18 Supported

H3b: Innovation culture → Financial performance + 0.195*** 3.21 Supported

H3c: CC → Operational performance + 0.377*** 5.98 Supported
H3d: CC → Financial performance + 0.277*** 4.43 Supported

Control variables Effect Estimate t-value Results
Firm size → Operational performance − −0.009 −0.22 Unsupported

Firm size → Financial performance − −0.023 −0.56 Unsupported

Note: ***p<0.001 level.
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Third, the empirical findings affirmed the mediating 
effects of two elements of OCC, and highlight that by 
practicing TL styles leaders can induce positive influences 
on organizational performance directly or indirectly via its 
impacts on two components of change capability. 
Moreover, relating to the direct links between TL, change 
capability and two elements of organizational perfor-
mance, the finding pointed out that TL creates a greater 
effect on financial performance compared to its impacts on 
operational performance. In contrast, the empirical find-
ings revealed that the impacts of both innovative culture 
and capable champions on operational performance are 
greater than their impacts on financial performance. 
These findings help to clearly identify the connections 
among latent variables that provide better understanding 
and valuables guides for CEOs/managers to pursue and 
achieve the desired goals of organizational performance. 
From the findings, this study proposes an important prac-
tical implication. Specifically, by focusing on the TL style 
practices, the directors/managers not only bring a positive 
impact on operational performance but also create strong 
impacts on financial performance. Besides, to achieve the 
strategic goals of a firm (such as quality development, 
customer satisfaction, cost management, productivity, and 
responsiveness) and surpass their main competitors, 
CEOs/managers are compelled to increase awareness of 
the importance of change capability by positively improv-
ing the innovative culture along with enhancing to attract, 
retain, and empower change leaders (Son et al, 2020).9

Limitations and Directions for 
Future Research
Beside the significant contributions to theory of leader-
ship and change management for organizational devel-
opment, this study also has some certain limitations. 
First, this study investigates the correlations among the 
latent variables using the cross-sectional design. This, 
therefore, may emerge situations by which the estimated 
relationships may alter in the long time due to the trust 
and emotion of employees trend to be variance in case of 
appearing changes.58 Accordingly, a longitudinal study 
in future is necessary to address this constraint and 
affirm the findings. Second, the findings and the ideals 
of this study are harshly appropriate mostly for firms in 
Vietnam. Future works should be conducted in new 
contexts to supply a full understanding and transparent 
picture about the relationship among the latent factors in 

the proposed research model of this study. Besides, two 
key components of change capability are shown to sig-
nificantly contribute to elements of organizational per-
formance. Thus, further studies are needed to clarify the 
impacts of change capacity on the other ingredient of 
organizational performance such as performance of team 
collaboration and strategic performance of firms.6 It will 
be very useful to bring more insight on how innovative 
culture and capable champions can create superior capa-
city for firms to sustainable development.

Conclusions
On the whole, the findings of this study have provided the 
theoretical initiatives on organizational performance and 
change leadership practices. By spotlighting the impor-
tance of TL and change capability in promoting organiza-
tional performance, the study brings more insight for 
directors/managers about the necessary factors to promote 
organizational performance. We expected that TL practices 
by conducting the positive impacts on the followers’ per-
ception of the positive characteristics of their direct leaders 
and supervisors such as thinking about employees as the 
organization’s valuable resource; constructing emotional 
links with individuals/employees and inspiring them to 
pursue higher values; serving as an organization’s leading 
force; unendingly seeking new opportunities for organiza-
tional development, transformational leaders can signifi-
cantly create a positive climate to develop firm’s change 
capability and organizational performance for sustainable 
development.
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