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Abstract

Innovation capability is regarded the fundamental factor for firms to survive and achieve
competitive advantage in the context of increasing competitive pressure. The purpose of
this paper is to elaborate the impacts of transformational leadership (TL) on innovation
product via mediating role of a certain form of organizational culture namely
collaborative culture. The paper used Structural Equations Modeling (SEM) to examine
the relationship among these latent factors using survey data gathered from 215
participants of 61 medium and small-sized firms in Vietnam. The findings of this study
highlight the significant impact of TL on product innovation compared to the impact of
collaborative culture on product innovation. This study reveals that collaborative culture
significantly serves as a crucial mediator in linking the effects of TL on product
innovation. Importantly, the findings of this study have advanced the understanding and
brought new initiatives on key antecedents by which CEOs and managers should follow
and focus their efforts to improve product innovation capability for Vietnamese SMEs.
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Introduction

In response to the rapidly changing and unpredictable factors of business environment, scholars
highlight the important role of increasing innovation capability for firms as it is recognized as an
optimal solution to create core value and competitive advantage (Le & Lei, 2019; Than et al., 2019;
Cao et al., 2021). Innovation capability is fast becoming a crucial factor in firm performance and
survival as a result of the evolution of the competitive environment (Le, 2021; Shehzad et al., 2021)
because it can be a source of competitive advantage (Le & Lei, 2018). Innovation helps firms adapt
well with the uncertainty of the external environment and become one of the most important factors
leading to the success of the business in the long term, particularly in the dynamic markets (Phong
& Tung, 2021).

Scholars considered innovation as the capabilities of creating new ideas or behaviors relating
to a system, policy, program, device, process, product or service (Hage, 1999; Nguyen et al., 2021).
Previous studies emphasized innovation capability as an essential for the survival and growth of
organizations but many firms do not how to develop it properly (Le, 2020; Le et al., 2020; Gui et al.,
2021). Thus, many academic works have been implemented to explore the effective pathways leading
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to enhancing innovation capability. Researchers have discovered many factors having positive
impacts on innovation capability, such as: organizational culture (Martins & Terblanche, 2003; Yang
et al., 2018); human resource management (Cao et al., 2021; Than et al., 2021); personal mastery
(Garcia-Morales et al., 2007); knowledge management (Nguyen et al., 2021; Gui et al., 2021); total
quality management (Hung et al., 2011); organizational learing (Liao et al., 2008; Garcia-Morales et
al., 2012) and leadership styles (Khan, et al., 2019; Lei et al., 2019; Lei et al., 2021). However,
literature on relationship between transformational leadership (TL), organizational culture and
innovation capability is still sparse and limited. As a result, this study will clarify the relationship
among these factors by exploring the mediating role of collaborative culture between TL and product
innovation in the context of Vietnamese SMEs. The research issue is very urgent and necessary by
following reasons:

First, innovation capability of an organization is widely considered as a means of enhancing
organizational performance however, many firms do not expand it properly, especially in the context
of SMEs (Yang et al., 2018; Purwati et al., 2021). In particular, Cao et al. (2021) stressed the needs
of exploring the key antecedents for fostering innovation capability of SMEs.

Second, previous studies indicated the important role of organizational resources and called
for the research on the relationship between organizational resources and innovation capability
(Anderson et al., 2014; Lei et al., 2017; Phong & Tung, 2021). Although organizational culture is
viewed as a key organizational resource to create long-term success and competitive advantage for
firms (Biischgens et al., 2013; Yang et al., 2018). The empirical study on collaborative culture-
innovation relationship is still scare and limited (Yang et al., 2018; Le et al., 2020). Therefore,
exploring of how collaborative culture affects innovation capability in term of product innovation is
very significant and important.

Finally, there have been many studies showing the positive influence of TL on organizational
performance and capability for change and innovation (Hui et al., 2018; Sengphet et al., 2019; Le &
Lei, 2019; Le & Tran, 2020; Ha & Le, 2021; Le, 2021; Nguyen et al., 2021), according to author
knowledge, the understanding of how TL affects product innovation via specific mediating
mechanisms such as collaborative culture is still limited and largely speculative.

Based on above arguments, to fill the theoretical gaps, this study is implemented to answer
the following research question:

* Does TL positively impact product innovation?

* Does collaborative culture positively predict product innovation?

* Does collaborative culture mediate the relationship between TL and product innovation?
This study used structural equations modeling (SEM) to test the correlation between the constructs
based on the data of 215 participants of 61 medium and small-sized firms in Vietnam. This study is
expected to provide theoretical and practical initiatives on the effective pathway for improving
product innovation SMEs.

Theoretical Background

The Effects of TL on Product Innovation
Transformational leaders characterized leaders who stress in communicating about organizational
goals in a clear way; proceeding as the leading force; taking part in proactive coaching; encouraging
new skill development between employees and unceasingly looking for new opportunities to create
the development for their firm (Chen et al.,2013; Le & Lei; 2017; Islam et al.,2018 Van et al., 2018).
Transformational leadership is perceived as one of the most effective leadership styles affected key
outcomes of an organization such as: knowledge capital, human capital (Birasnav et al., 2011),
organizational performance (Son et al., 2020), organizational justice (Phong & Son, 2020); and
innovation performance (Jia et al., 2018). Hence, investigating the TL-innovation capability
relationship has become very common in the current literature.

Innovation capability is one of the most important dynamics that enable firms to attain
competitive advantage and success in long term in comparison with the key rivals (Nguyen et al.,
2018; Le & Lei, 2019; Lei et al., 2021). Scholars defined innovation as the capabilities of creating
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new products, services, work processes, and management procedures to gain an organizational
competitive advantage (Drucker, 2014; Le & Lei, 2019). Innovation capability is classified into many
types such as product and process innovation (Tsai et al., 2001), exploitative and exploratory
innovation (Than et al., 2021); innovation speed and quality (Le & Le, 2018), radical and incremental
innovation (Nguyen et al., 2021), and frugal innovation capability (Le, 2021). This study focus on
TL-innovation capability relationship in term of product innovation because innovation product is
widely regarded as the main form of innovation capability (Le & Lei, 2019; Wahyono, 2019).
Wherein, product innovation refers to organization’s capability of providing differentiated or new
products/services in the market to acquire customers’ satisfaction (Le & Lei, 2019; Rasheed et al.,
2021).

Leadership widely accepted as a determinant factor for innovation. Previous works
highlighted that transformational leaders directly affect innovation by creating appropriate conditions
within an organization to positively assist the process of generating and implementing activities of
innovation (Ha et al., 2019; Le & Lei, 2019. Scholars indicated that TL builds up an innovative
culture by encouraging innovation initiatives from employees (Tajasom et al., 2015; Phong et al.,
2018). Van et al. (2018) pointed out that, transformational leaders directly or indirectly influence
firm’s innovation performance through improving learning capability of a firm. Le and Lei (2019)
confirmed that TL significantly impacts firm’s product innovation by creating an atmosphere
conducive to knowledge sharing activities among employees in organizations. Many recent studies
also show evidence supporting positive effects of TL on innovation capability in terms of product
and process innovation (Le & Lei, 2019; Wahyono, 2019; Rasheed et al., 2021), so this study
proposed that (Figure 1):

HI.TL positively affects product innovation capability

Collaborative
culture

H2 H3
Transformational Product

leadership J H1 Innovation

Figure 1. The proposal research model

Collaborative Culture Mediates the Effect of TL on Product Innovation
Schein (2004) identified and defined organizational culture as the employees’ shared values, beliefs
or perceptions of the organization and its environment. According to Cameron and Quinn (2011,
2016), organizational culture has four main types namely Adhocracy culture, Clan culture
(collaborative culture), Hierarchy culture, and Market culture. This study pays great attention to the
role of collaborative culture due to its important role for organizational innovation (Yang et al., 2018;
Le et al., 2020). Le et al. (2020) regarded collaborative culture as the core values of organizational
culture that characterized by long-term vision and advance management of the change, team-work,
communication, risk assumption, respect and empowerment, and promoting the knowledge of
individuals. Basically, this type of culture is built and developed based on the mutual respect, care
and support each other (Lei et al., 2017; Le et al., 2020).

Regarding the relationship between leadership/TL and organizational/collaborative culture,
Jung (2001) found that leadership plays decisive roles in creating, changing, and institutionalizing
organizational culture. Sarros et al. (2011) asserted that leadership is widely believed to have close
correlation with organizational culture as evidence that senior leaders have a strategic position to
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shape and develop organizational culture. Especially, prior studies showed that the basic attributes
of transformational leaders are very important to establish and maintain a cooperative atmosphere in
their organization (Demir, 2008; Mitchell, 2012; Nguyen et al., 2021). In addition, several studies
have also showed that TL practice is requited to build the trust among employees (Le & Lei, 2017;
Le & Lei, 2018), which in turn serves as key determinant of collaborative climate in organizations
(Cao & Zhang, 2011; Kucharska et al., 2016; Kucharska, 2017). Based on above analysis, this study
suggests that TL is one of main forces to shape the nature of collaborative culture. So we propose
that:
H2.TL positively predicts collaborative culture in organizations

Current literature showed positive evidence on the important role and the significant effect of
collaborative culture values on innovation capability. For example, Tushman and O'Reilly (1997)
indicated that collaborative-focused values (such as shared values, behaviour and beliefs about the
organization) lie at the heart of organization innovation. Martin and Terblanche (2003) pointed out
that typical values and behaviours of collaborative culture (e.g., mistake handing, idea generating,
continuous learning culture, risk taking, competitiveness, support for change, conflict handing, and
open communication) facilitate the innovation activities in an organization. DeCusatis (2008)
affirmed that collaboration itself has been found to be associated with innovative and creative
outcomes. Barczak et al. (2010) realized that successful innovation capability depends on the
effectiveness of collaboration and knowledge sharing in organizations. Kumar et al., (2016) noted
that increasing of the degree of relationship and collaboration will promote the capability adjustment
of existing processes and new product development. Recently, the empirical study of Yang et al.
(2018) showed that collaborative culture’s values are the condition and crucial for firms to foster
product and process innovation. So, we hypothesize that:
H3. Collaborative culture is positively related to product innovation capability

Above discussion provides supports for the mediating role of collaborative culture by manifesting
that TL positively predict collaborative culture which, in turn, servers as a driving force for fostering
product innovation capability. So, following hypothesis is tested:

H4. Collaborative culture mediates the effects of TL on product innovation

Research Methodology

Sample and Measures

This study used a survey method to collect data from 61 small and medium firms in Vietnam during
the period from September to November, 2020. Approached firms are diverse in industries, sizes and
operating in distinct fields. We contacted with the representatives of the HR departments in person
or via e-mail and interpret the research goals and request for their help in distributing questionnaires
and collecting data. To meet the purpose of the research, the participants in our study need to be the
heads of department, and key employees from major departments/divisions of administration,
marketing, and research and development to make the certain that they have multiple and full
knowledge on the key outcomes and strategic orientations of organizations. This study distributed
390 questionnaires and received back 296 ones in the formal data collection, of which 215 are valid
(55.1% validity rate). We used the Armstrong & Overton’s (1977) method to assess potential non-
response bias. We implemented the chi-square and independent sample t-tests to estimate the first 75
participants and the last 75 ones through the demographic factors namely age and gender. The
outcomes indicated that there is no significant differentiation among the two participant groups (p >
0.05).

Measurement

To ensure the validity and reliability of the study, items used to measure variables were developed
from prior studies. All constructs were measured using multiple items and all items were assessed
using a five-point Likert-type scale, ranging from “1 = strongly disagree” to “5 = strongly agree”.
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This study used four items designed by Podsakoff et al. (1996) for diverse aspects of TL. These items
were used in the research of Le and Lei (2018) to reflect participants’ perceptions of their leader
about TL style. A sample items is “my supervisors are capable of motivating and guiding their
colleagues on the job. To measure collaborative culture, we used eight items obtained from Le et
al.’s (2020) research to measure of a culture whose members foresee changes, support dialogue and
encourage respect, teamwork, risk and diversity. A sample item is “collaboration and co-operation
among the different duties and departments are encouraged”. Finally, this study used six items
adopted from the research of Le and Lei (2019) and Liao et al. (2007) to measure product innovation,
a sample item is “Our firm often develops new products and services well accepted by the market”.

Data Analysis Methods

To avoid the influences of common method bias, the paper has implemented the Harman’s single-
factor test to examine for common method bias. The findings pointed out that the overall variance is
less than the 50% threshold for substantive common method variance. Such result has shown that
common method bias is not a concern. The paper also applied the SEM to check the proposal
hypotheses in initial proposal model. Besides, this paper has also implemented a bootstrapping
procedure for the significance tests. Statistical Package for the Social Sciences (SPSS 22) and
Analysis of Moment Structures (AMOS 22) are employed for assessing the data gathered from the
215 respondents in 61 small and medium firms.

Results

Measurement Model

This study has performed a series of tests to assess the validity and reliability of the constructs before
testing the proposal hypotheses (Table 1). Specifically, to assess the reliability of the latent variables,
basing on suggestion of Nunnally and Bernstein (1994), this study used the Cronbach’s alpha
coefficients of each one that require greater than the level of 0.7. Confirmatory factor analysis (CFA)
to test for the convergent validity; comparing the squared correlations between the latent variables
and square root of average variance extracted (AVE) to test the discriminant validity of measures
(Fornell & Larcker, 1981).

Table 1. Descriptive statistics and average variances extracted from constructs

Construct AVE CR Ca Mean SD TL CC PP
Transformational leadership (TL) 0.73 0.95 0.95 351 0.66 0.85

Collaborative culture (CC) 0.81 0.94 0.94 3.54 0.61 0.71 0.90

Product innovation (PI) 0.67 0.92 0.92 3.59 0.58 0.78 0.71 0.82

Note: Ca=0.7; CR=0.7; AVE = 0.5; Diagonal elements (in bold) are the square root of the AVE.

Results in Table 1 showed AVE, CR, mean, standard deviation (SD) and Co.. These results have
provided the evidence for the evidence on the reliability of scales as well as the convergent validity
of constructs.

In addition, to evaluate the discriminant validity of latent constructs in the proposal model,
the paper used the squared correlations among the latent factors to control whether they are smaller
than each latent variable's square root of AVE or not. Table 1 also points out that the squared
correlations among the latent factors are lower than square root of AVE of each one (diagonal
elements in bold). Thus, according to Fornell and Larcker (1981), the results have provided
significant support for the scales’ discriminant validity.
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Fit indices of the measurement model obtained from CFA model show that the model fits the data
(see Table 2).
Table 2. Overall fit index of the CFA model

Fit index Scores Recommended value
Absolute fit measures

CMIN/df 2.372 <2 <5

GFI 0.854 >0.90:; >0.80"
RMSEA 0.080 <0.8+; <0.10°
Incremental fit measures

NFI 0921 >0.90+;

AGFI 0.811 >0.90:; >0.80"

CFI 0.952 >0.90;;

Notes: a Acceptability: acceptable; b Acceptability: marginal

Findings
The paper applied Structural equation model with procedures of maximum likelihood estimation to
examine the proposal hypotheses. The findings indicated that the fit indices of the proposal model
are satisfactory (=313.10; df = 132; RMSEA = 0.08; GFI = 0.854; CFI = 0.952; TLI = 0.945). The
results have pointed out that the correlation among latent factors fit the data. The main findings of
this study are shown in Table 4 and Figure 2.

Direct Effect Analysis
The results in Table 3, and Figure 2 verified that direct effects of independent factors on dependent
factors are found to be significant supported hypotheses H1, H2, and H3.

Specifically, influence of TL on product innovation is statistically significant, favoring for
hypothesis H1. The results showed that the impacts of TL on product innovation (= 0.55; p <
0.001) is very positive and significant.

Collaborative
culture

0.71%* 0.32%**

Transformational V 0.55% % Product

leadership J Innovation

Fiaure 2. Path coefficients of the structural model

As shown in Table 3, the influences of TL on collaborative culture are also statistically significant

and quite large (f=0.71; p < 0.001), so hypothesis H2 is supported.
The results in Table 3 also confirmed the positive effect of collaborative culture on product

innovation (f = 0.323; p < 0.001). Hypothesis of H3 is, therefore, also supported.

Table 3. Structural Model Results

1-

Hypotheses Effect Estimate value Results

Hla. Transformational leadership = Product Innovation + 0.553%* 7.248  Supported
H2. Transformational leadership = Collaborative culture + 0.715%** 11911  Supported
H3. Collaborative culture - Product Innovation + 0.323*%** 4500 Supported

Notes: ***P < 0.001; **P < 0.05.
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Indirect Effect and Total Effect

The paper does not just give evidence about the direct influence of TL on product innovation
capability. It also demonstrates how collaborative culture mediate the relationship between TL and
product innovation.

According to the recommendation of Preacher and Hayes (2008), to show the evidence for
the mediating role of collaborative culture between TL and product innovation, the paper has
applied procedure of bootstrap confidence intervals with 3,000 iterations to examine and assert the
indirect effects’ immensity and statistical significance. The results are shown in the Table 4.

Table 4. Test for indirect effects

Bias-corrected confidence intervals

Path Direct Indirect Total Lower Upper
effects effects effects . .
confidence level confidence level
TL->CC->PI 0.553%* 0.23]%%* 0.784%%* 0.154 0.319

Note: ***P < 0.001; **P < 0.05; *P < 0.1.

Table 4 showed indirect effect of TL on product innovation (= 0.231; p < 0.001) is statistically
significant and lies in the confidence interval (from 0.154 to 0.319). Consequently, hypothesis H4
is significantly supported. In other words, the result of testing in Table 4 has confirmed that
collaborative culture significantly mediates the effects of TL on product innovation. This reveals
that TL significant affect product innovation capability directly or indirectly via mediating role of
collaborative culture.

Discussions and Implications

Innovation is evolving in the context of changing and rapid developments in the corporate climate
and is becoming a critical solution for companies to boost market efficiency and gain sustainable
competitive advantages (Le & Lei, 2019; Tian et al., 2018). Organizationa capability for innovation
enables firms to effectively meet customer demands, stay ahead of competitors, match the
organization’s capabilities with competitive advantages, and increase growth opportunities (Le,
2020; Rujirawanich et al., 2011). Consequently, most firms have adopted innovation as an
appropriate approach to meet increasing business complexity and competition, especially in term of
SMEs (Saunila, 2016; Cao et al., 2021). However, many firms are still facing challenges and do not
know how to improve it correctly and effectively (Le & Lei, 2018; Nguyen et al., 2019; Lei et al.,
2019). This has attracted and created great awareness and motivation among scholars to explore for
what allowing organization to successfully innovate (Yang et al., 2018; Van et al., 2018; Le & Lei,
2019; Le, 2020). The examination of the hypotheses proposed in the current study have significantly
increased the deeper understanding on the antecedents of product innovation. The paper has provided
new and useful initiatives on both theory and practice in the fields of leadership, organizational
culture, and innovation management by following main points.

First, the paper contributes to bridge the theoretical cavity on TL-innovation relationship by
proposing an integrated model discussing the influences of TL on a specific type of organizational
culture called collaborative culture, which in turn affects product innovation. The empirical findings
have verified the correlation among the latent variables in the proposal model and confirmed the key
role of TL in stimulating collaborative climate and product innovation of organizations. More
importantly, the findings revealed that the influence of TL on product innovation is greater than the
impact of collaborative culture on product innovation. The findings imply that to improve product
innovation of small and medium firms, managers/directors should pay much attention to practice TL
style. In line with previous study (e.g., Le & Lei, 2019; Nguyen et al., 2021), this study suggests that
to foster product innovation leaders and practitioners should pay attention to practice TL style by
considering employees as the firm's valuable resource; building emotional links with its followers
and inspiring them to higher values.
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Second, another important contribution of this study is providing a deeper insight on the
relationship between TL and collaborative culture. The findings have supported the positive
influence of TL on collaborative culture and revealed that TL is one of the most influential leadership
styles. Accordingly, TL practices not only increase specific aspects of innovation capability (Le &
Lei, 2019; Le, 2020; Le, 2021) but also serve as an important antecedent of many key organizational
outcomes such as collaborative culture. These findings are very interesting and valuable because
collaborative climate is the main source of collective strength, helping organizations overcome all
obstacles and achieve a competitive edge in its environment (Yang et al., 2018; Le et al., 2020).

Finally, this study contributes to advance the understanding on the right and effective
pathway to successfully improve product innovation for Vietnamese SMEs. By assessing the effects
of TL on product innovation via mediating role of collaborative culture, the findings of this study
have supported the idea that TL practices will create significant impacts on product innovation
directly or indirectly through positive effects of collaborative culture. This finding is very important
because most Vietnamese SMEs often face a scarcity of financial resources to innovate (Le, 2021;
Gui et al., 2021; Lei et al., 2021). In other words, the research results have helped Vietnamese SMEs
identify a new path as well as a suitable and low-cost choice to improve product innovation.

Research Limitation and Future Directions

Beside significant contributions, the paper still has some certain limitations. First, the paper use
cross-sectional design, thus it might expose the cases that causal correlations might alter in the long-
run. Therefore, longitudinal studies are necessary to surpass this restriction and confirm the findings
of this study. Second, the paper has not investigated the impacts of various moderating or/and
mediating factors like industry type and firm size in the connection among the latent factors. Future
works should inspect and examine deeper the correlation among them in case of having these
mediators and moderators to bring more valuable understanding for scholars and practitioners. Third,
the paper is only performed in the circumstances of medium and small firms, so the future work
should examine the relationship among the latent factors in the broader circumstances to provide
more meaning for firms Fourth, collaborative culture goes along with the core and important values
of organizational culture can be the main drive of many key organizational outcomes. Accordingly,
future research should focus on exploring potential benefits of collaborative culture in the relation to
the other strategic variables such as knowledge management capability, competitive advantage and
organizational performance to bring deeper insight on the role and benefit of collaborative culture.
Finally, Leadership plays a decisive role in enhancing organizational creativity and innovation
capability (Le & Lei, 2019). Leaders are widely seen as the key drivers of promoting or inhibiting
innovation management in the organizations (Gui et al., 2021; Nguyen et al., 2021). Bel (2010)
indicated that different leadership styles are likely to have different impacts on employee
involvement and commitment, which in turn influence the climate for innovation management.
Accordingly, future research should investigate the influences of different leadership styles (such as
ethical leadership, knowledge-oriented leadership, and servant leadership) on innovation product for
better understanding on the significance of certain leadership leading to innovation.

Conclusions

Overall, by investigating the impacts of transformational leadership on product innovation via
mediating role of a certain form of organizational culture namely collaborative culture, this study has
significantly increased the knowledge and insight on the key antecedents leading to innovation. This
study has highlighted the importance of practicing TL style (such as caring for exchanging
information about organizational goals and visions in a clear and positive way; acting as the leading
force in key activities of organization; proactively and positive coaching employees; building
appropriate policy and mechanism to encourage new skill development among employees; and
continuously looking and identifying new opportunities to bring the development for organization)
to foster a collaborative climate and innovation capability for Vietnamese SMEs.
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