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This study investigates the influence of transformational leadership on 
employee performance in small and medium enterprises (SMEs) across 
Southeast Asia, focusing on Malaysia, Singapore, and Thailand. Employing 
a quantitative cross-sectional survey design, data were gathered from 
employees using validated scales such as the Multifactor Leadership 
Questionnaire, Job Satisfaction Survey, Organizational Culture Assessment 
Instrument, and Employee Performance Scale. Structural equation modeling 
analysis revealed that transformational leadership positively impacts both 
job satisfaction and employee performance, with job satisfaction partially 
mediating this relationship. Organizational culture, particularly clan and 
hierarchy type, moderates these effects, with clan culture enhancing the 
leadership-satisfaction link and hierarchy culture diminishing the leadership-
performance link. Cross-country differences indicate a stronger leadership-
satisfaction effect in Malaysia. These findings highlight the pivotal role of 
leadership and culture in driving SME performance in Southeast Asia.

Penelitian ini mengkaji pengaruh kepemimpinan transformasional terhadap 
kinerja karyawan pada Usaha Kecil dan Menengah (UKM) di kawasan Asia 
Tenggara, dengan fokus pada Malaysia, Singapura, dan Thailand. Dengan 
menggunakan desain survei kuantitatif potong lintang, data dikumpulkan dari 
karyawan melalui instrumen terstandar yang telah tervalidasi, antara lain Mul-
tifactor Leadership Questionnaire, Job Satisfaction Survey, Organizational Cul-
ture Assessment Instrument, dan Employee Performance Scale. Hasil analisis 
Structural Equation Modeling menunjukkan bahwa kepemimpinan transfor-
masional berpengaruh positif terhadap kepuasan kerja dan kinerja karyawan, 
dengan kepuasan kerja berperan sebagai mediator parsial dalam hubungan 
tersebut. Budaya organisasi—khususnya tipe clan dan hierarchy—memode-
rasi pengaruh tersebut, di mana budaya clan memperkuat hubungan anta-
ra kepemimpinan transformasional dan kepuasan kerja, sementara budaya 
hierarchy melemahkan hubungan antara kepemimpinan transformasional 
dan kinerja karyawan. Perbedaan antarnegara menunjukkan bahwa penga-
ruh kepemimpinan transformasional terhadap kepuasan kerja lebih kuat di 
Malaysia. Temuan ini menegaskan peran krusial kepemimpinan dan budaya 
organisasi dalam meningkatkan kinerja UKM di kawasan Asia Tenggara.
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INTRODUCTION
Small and medium-sized enterprises (SMEs) are 

central to Southeast Asia’s economies, driving 

growth and innovation. For example, in Vietnam 

alone there are over 840,000 SMEs employing more 

than 52 million people and contributing roughly 40% 

of GDP (aasmr.org). However, these firms often 

operate under intense competition and resource 

constraints, making the effective management of 

human capital critical for success. Phuc and Hoang 

(2024) note that leadership and organizational 

culture together shape employees’ attitudes, 

commitment, and work contributions, which in turn 

influence organizational performance (aasmr.org). 

In this light, understanding how leadership affects 

employee outcomes in SME contexts is vital for 

sustaining competitiveness.

Effective leadership is widely recognized as a key 

driver of employee motivation and organizational 

performance. Transformational leadership in 

particular – a style that inspires followers by 

articulating a compelling vision – has been shown to 

encourage employees to transcend self-interest. As 

Wang et al. (2022) explain, transformational leaders 

“convert subordinates to see beyond self-interest by 

changing their confidence and interest to perform 

beyond expectations,” creating an environment 

for positive organizational change (frontiersin.

org). Leaders who enact transformational 

behaviors (e.g. individualized consideration, 

inspirational motivation) provide support, trust, and 

encouragement to their teams. Such supportive 

leadership practices empower employees, yielding 

higher job satisfaction and performance. For 

instance, Salameh-Ayanianet al. (2023) found 

that leaders who prioritize interpersonal trust and 

positive reinforcement significantly boost both 

employee satisfaction and performance (mdpi.

com). In other words, transformational leaders 

foster a motivating work environment that enables 

teams to achieve organizational goals.

Empirical studies corroborate that transformational 

leadership enhances employee performance. Wang 

et al. (2022) reported that transformational leadership 

had a strong positive effect on employees’ job 

performance, mediated by increased commitment 

and engagement (frontiersin.org). Likewise, 

Teoh et al. (2022) found in Malaysian hospitality 

firms that two dimensions of transformational 

leadership – idealized influence and inspirational 

motivation – significantly improved employee 

work performance (frontiersin.org). These findings 

align with the theory that when leaders inspire 

and intellectually stimulate workers, employees 

become more proactive and productive. Thus, in 

diverse organizational settings, transformational 

leadership generally translates into higher employee 

performance.

Transformational leadership also appears to 

improve employee job satisfaction. Notarnicola 

et al. (2024) demonstrate this effect in healthcare: 

they found that transformational leaders who build 

trust and offer personalized support significantly 

increase nurses’ job satisfaction (ouci.dntb.gov.

ua). In a similar vein, broader research suggests 

that satisfied employees are more engaged 

and motivated. Cultivating a supportive work 

environment and effective leadership has been 

shown to raise satisfaction levels, which in turn 

drives better performance (mdpi.com). In fact, 

satisfied workers are often cited as invaluable 

organizational assets whose contentment correlates 

with higher productivity (mdpi.com). In sum, 

transformational leadership promotes a positive 

climate that enhances both how employees feel 

about their work and how well they perform it.

The impact of transformational leadership may, 

however, depend on the surrounding organizational 

culture. Culture – the shared values and norms within 

a firm – provides the context in which leadership is 

enacted. In organizations with a strong, supportive 

culture, transformational leadership behaviors 

(such as mentoring and empowerment) are likely to 

resonate more deeply with employees. By contrast, 

in rigid or unsupportive cultures even inspirational 

leadership may yield limited engagement. Thus, 
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organizational culture can amplify or attenuate 

the effect of leadership on outcomes. Although 

this moderating role is theoretically important, it 

has not been extensively tested in Southeast Asian 

SME settings. In particular, little research has jointly 

examined transformational leadership’s effects on 

both job satisfaction and employee performance 

in this context, nor how culture might influence 

these relationships. Addressing this gap is important 

given the prominence of SMEs in ASEAN economies 

and the need for evidence-based management 

practices.

Accordingly, the present study investigates the 

relationships between transformational leadership, 

job satisfaction, and employee performance in 

Southeast Asian SMEs, with a particular focus on 

organizational culture as a moderator. By integrating 

contemporary findings and examining these 

constructs together, this research aims to provide 

a rigorous analysis of leadership effectiveness 

in SMEs. The objectives are to assess (1) how 

transformational leadership relates to employee 

satisfaction and performance, and (2) whether an 

organization’s culture strengthens or weakens these 

relationships. In doing so, the study offers insights 

for theory and practice on how SMEs in emerging 

markets can leverage leadership and culture to 

enhance workforce motivation and performance.

LITERATURE REVIEW
Transformational Leadership and Employee 
Performance
Transformational leadership (TL) is a widely studied 

leadership style defined by Bass (1985) as one 

in which leaders articulate a compelling vision, 

intellectually stimulate followers, and provide 

individualized consideration. Contemporary 

research overwhelmingly finds that transformational 

leaders positively influence employee outcomes. 

For example, Wang et al. (2022) report that TL 

significantly enhances job performance, noting 

that “the findings indicated that transformational 

leadership has a positive effect on … job 

performance” (frontiersin.org). A recent meta-

analysis of leadership studies likewise concluded 

that “a large majority of the reviewed studies 

find transformational leadership has a positive 

relationship and influence on firm performance” 

(innovation-entrepreneurship.springeropen.com). 

In the SME context, Nasir et al. (2022) studied 

Pakistani small-business employees and confirmed 

that TL was significantly related to higher employee 

performance (β ≈ 0.50, p < 0.01) (frontiersin.

org). These findings align with broader leadership 

theory: by inspiring and motivating subordinates 

to exceed expectations, transformational leaders 

tend to elicit greater effort and higher achievement 

(Jena et al., 2018; Khan et al., 2021). Empirical 

evidence in Asian contexts supports this: for 

instance, Nasir et al. find that TL “had positive and 

significant effects on employee performance” in 

Pakistani SMEs (frontiersin.org). Similarly, Wang 

et al. observe that Chinese hotel employees 

exposed to transformational leadership exhibited 

higher performance levels (frontiersin.org). The 

theoretical rationale is that TL fosters engagement 

and commitment, leading employees to work more 

effectively toward organizational goals (frontiersin.

orgfrontiersin.org).

Job Satisfaction as a Mediator
Job satisfaction is typically defined as an employee’s 

positive emotional response to their job or 

work environment (Aziri, 2011). It reflects how 

favorably individuals evaluate their job roles. A 

satisfied employee is more motivated, committed, 

and willing to expend discretionary effort. For 

example, Huynh (2021) notes that satisfied 

employees “are willing to sacrifice for devoting 

and developing their enterprises,” and that job 

satisfaction “increases the general performance” 

of the organization (growingscience.com). This 

suggests that job satisfaction can link leadership 

behaviors to performance outcomes. Indeed, 

theoretical models (e.g. Social Exchange Theory) 

posit that transformational leaders build trust and a 

positive climate, which increases satisfaction and in 

turn promotes high performance. Empirical studies 

support this mediating pathway. Ding and Li (2021) 
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find that TL is positively associated with employee 

satisfaction, though their particular model focuses 

on the climate of employee relations rather than 

performance (pmc.ncbi.nlm.nih.gov). Other studies 

have directly examined satisfaction as a mediator: 

for instance, research across diverse industries 

shows that TL raises satisfaction, which then boosts 

performance indicators. In SME settings, Razak and 

Rahim (2024) demonstrated that job satisfaction 

significantly increases employee productivity, 

noting that dissatisfaction is a barrier to sustained 

performance (hrmars.comhrmars.com). In short, 

satisfied employees tend to work harder and more 

effectively, so the effect of TL on performance is 

often channeled through changes in employee 

satisfaction.

Organizational Culture as a Moderator
Organizational culture – the shared values, 

beliefs, and norms within a firm – is recognized 

as a critical contextual factor that can amplify or 

attenuate leadership effects. Culture shapes how 

employees interpret leaders’ actions and how 

much they embrace change. For example, Priyono 

et al. (2022) describe culture as “a shared belief 

and attitude… embraced within the organization” 

that can strengthen the impact of leadership 

on employee attitudes (hkjoss.com). In their 

Indonesian study, organizational culture indeed 

“strengthens the influence” of servant leadership 

on job satisfaction (hkjoss.com). By extension, 

one would expect culture to moderate the TL–

performance link. However, empirical evidence 

on this moderating role is mixed. Dinata et al. 

(2023) found in an Indonesian university setting that 

organizational culture did not significantly moderate 

the direct effect of TL on performance (ijbmer.

org). This suggests that under some conditions the 

benefits of TL on performance may be relatively 

independent of culture. In contrast, conceptual 

analyses assert that culture can either reinforce or 

weaken TL’s influence depending on alignment. For 

example, culture that emphasizes innovation and 

collectivism may make transformational behaviors 

more effective, whereas rigid or highly hierarchical 

cultures might limit TL’s impact. Overall, the 

moderating role of organizational culture remains 

underexplored in SMEs, especially in Southeast Asia, 

and likely varies with national and organizational 

norms.

Southeast Asian SME Context
SMEs dominate the economies of Southeast Asia, 

yet leadership research in this context is limited. 

Studies conducted in the region tend to focus on 

specific countries or sectors. For instance, Huynh 

(2021) examined Vietnamese SMEs and highlighted 

how TL indirectly influences employee motivation 

via satisfaction (growingscience.com). Razak and 

Rahim (2024) analyzed Malaysian SMEs, finding that 

while TL did not directly predict performance in their 

model, TL positively moderated the link between 

satisfaction and productivity (hrmars.comhrmars.

com). Similarly, Yunianto et al. (2022) investigated 

Indonesian firms and confirmed that supportive 

organizational culture can strengthen leadership 

effects on satisfaction (hkjoss.comhkjoss.com). 

These Southeast Asian studies underscore the rel-

evance of TL and satisfaction to SME performance, 

but they also reveal inconsistencies (e.g. whether 

TL directly or only indirectly affects outcomes) and 

leave open questions about how culture fits into 

the model. In summary, there is growing evidence 

in the region that transformational leadership, job 

satisfaction, and organizational culture all relate to 

performance, but no comprehensive framework 

has been tested that jointly examines these vari-

ables in Southeast Asian SMEs.

Research Gaps
Despite the apparent importance of TL, satisfaction, 

and culture, several gaps remain. First, most 

leadership–performance research comes from 

Western or large-firm settings; studies specifically 

examining SMEs in Southeast Asia are sparse. 

For example, although Razak and Rahim (2024) 

and Huynh (2021) investigate components of 

the model in Malaysia and Vietnam respectively, 

they do not jointly test TL’s effect on performance 

with both satisfaction and culture in play. Second, 
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while job satisfaction is a well-known correlate 

of performance, it has seldom been modeled 

as a mediator of TL’s effects in SMEs. Existing 

studies often treat satisfaction as an outcome, not 

a mediator, or they include different mediators 

(e.g. motivation) (growingscience.com). Third, 

organizational culture’s role as a moderator of the 

TL–performance relationship is largely conjectural 

in SME contexts. As noted, some evidence suggests 

culture might not moderate TL’s direct impact 

(ijbmer.org), but other findings imply culture 

could amplify leadership effects on satisfaction 

(hkjoss.comhkjoss.com). No consensus exists, 

and research specifically targeting this moderation 

in SME settings is lacking. Finally, the interplay 

among all four constructs (TL, job satisfaction, 

organizational culture, and employee performance) 

has not been empirically examined in a unified 

model for Southeast Asian SMEs. In sum, the 

literature calls for an integrated investigation of how 

TL influences SME employee performance via job 

satisfaction, and how this process is conditioned by 

organizational culture, within the distinctive cultural 

and economic context of Southeast Asia.

Research Objectives
Based on the above review and gaps, this study 

adopts the following research objectives (as 

originally stated):

1.	 To examine the effect of transformational 

leadership on employee performance in 

Southeast Asian SMEs.

2.	 To investigate the mediating role of job 

satisfaction in the relationship between 

transformational leadership and employee 

performance in Southeast Asian SMEs.

3.	 To assess the moderating influence of 

organizational culture on the relationship 

between transformational leadership and 

employee performance in Southeast Asian 

SMEs.

4.	 To analyze the combined ef fects  of 

transformational leadership, job satisfaction, 

and organizational culture on employee 

performance in Southeast Asian SMEs.

METHODS
Research Design: A quantitative cross-sectional 

survey design was adopted to test the hypothesized 

relationships among transformational leadership, 

job satisfaction, organizational culture, and 

employee performance. In a cross-sectional study, 

data are collected from a population at a single 

point in time (pubmed.ncbi.nlm.nih.gov. While 

this design is efficient for examining associations 

between variables across a broad sample and was 

chosen to capture a “snapshot” of employees’ 

perceptions in SMEs, it can only establish correlation 

and cannot definitively infer causality. Structured 

questionnaires were used to collect quantitative 

data from employees of small and medium 

enterprises (SMEs) in Malaysia, Singapore, and 

Thailand.

Instruments and Tools: Four established scales 

were used, each with demonstrated validity and 

reliability.

1.	 Transformational Leadership (TL): Measured by 

the Multifactor Leadership Questionnaire (MLQ-

5X Short Form; Bass & Avolio, 2004) (scirp.

org). The MLQ includes 20 items on a Likert 

scale that assess transformational leadership 

behaviors (idealized influence, inspirational 

motivation, intellectual stimulation, and 

individualized consideration). Prior research 

confirms its strong psychometric properties 

(scirp.orgfrontiersin.org). For example, Bajcar 

and Babiak (2022) reported high internal 

consistency (Cronbach’s α > .85) and valid 

factor structure for the MLQ’s transformational 

subscales in a recent study (frontiersin.org). In 

this study, MLQ items are summed to form an 

overall TL score.

2.	 Job Satisfaction:  Measured by the Job 

Satisfaction Survey (JSS; Spector, 1985) (scirp.

org). The JSS is a 36-item instrument covering 

nine facets of job satisfaction (e.g. pay, 

promotion, supervision) with responses on a 

6-point agree–disagree scale. Spector’s original 

validation demonstrated strong reliability (total 

α ≈ .91) and construct validity (scirp.org). 
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The JSS has since been widely used across 

industries (Spector, 2022) and is considered 

robust in measuring overall job satisfaction. In 

our study, all JSS items were summed to yield 

a composite satisfaction score.

3.	 Organizational Culture: Measured by the 

Organizational Culture Assessment Instrument 

(OCAI; Cameron & Quinn, 2011). The OCAI has 

24 items assessing four culture types (Clan, 

Adhocracy, Market, Hierarchy) on a 5-point 

scale. Heritage et al. (2014) validated the OCAI’s 

factor structure, confirming four factors and 

expected associations with job satisfaction 

(journals.plos.org). We used the current-culture 

version of the OCAI, so higher scores indicate 

a stronger presence of each culture type. Prior 

studies report acceptable reliability for OCAI 

subscales (α ≈ 0.6–0.8) (bmcpublichealth.

biomedcentral.com). In our analysis, each 

culture dimension is included as a moderator 

of the TL–performance link.

4.	 Employee Performance:Measured by the 38-

item Employee Performance Scale developed 

by Pradhan and Jena (2017). This scale as-

sesses three dimensions (task, adaptive, and 

contextual performance) on a Likert scale. 

Pradhan and Jena confirmed its three-factor 

structure and reported Cronbach’s α = .80 

for the total scale (α = .80–.91 for subscales) 

(ideas.repec.org). In the present study, par-

ticipants rated statements about their own job 

performance. This reliance on self-report was 

necessary due to the sensitive and highly het-

erogeneous nature of objective performance 

data (e.g., sales figures, KPIs) across the diverse 

SME industries and three distinct country con-

texts, making standardized, multi-source data 

acquisition logistically prohibitive. An overall 

performance score was computed for analysis 

(higher scores = better performance) . Each 

instrument was administered in English (and 

local languages where needed).

Each instrument was administered in English (and 

local languages where needed). The measures 

are widely validated (original sources and recent 

studies cited above) and have established scoring 

procedures. Standard instructions accompanied 

each scale, and items were randomized to reduce 

response bias.

Size Calculation and Sampling: The target population 

was SME employees in Malaysia, Singapore, and 

Thailand. Because the population size is large/

unknown, Cochran’s (1977) formula for an infinite 

population was used to determine minimum 

sample size:

Where, Z = 1.96 (95% confidence), p = 0.5 

(maximum variability), and e = 0.05 (margin of 

error) (qualtrics.com). To allow stratification and 

potential nonresponse, we inflated this to ≈400 
respondents per country (≈1,200 total). A stratified 

random sampling technique was employed: 

the sampling frame was divided into strata by 

country (Malaysia, Singapore, Thailand) and by 

industry sector (e.g. manufacturing vs. services). 

Proportional samples were then drawn from each 

stratum to ensure representation. Stratified sampling 

was chosen to control for industry and country 

differences, improving precision of estimates. The 

final sample aims to reflect the diversity of SME 

industries in each country.

Study Setting and Duration: The survey was 

administered from January to June 2024 in Malaysia, 

Singapore, and Thailand. Data collection was 

conducted via online questionnaires (hosted on a 

secure survey platform) and paper forms distributed 

at company sites. Local research assistants 

contacted participating firms and disseminated the 

survey link or printed questionnaires. Participants 

were informed of the study’s purpose and assured 

of confidentiality. Reminder notices were sent after 

two and four weeks to maximize response rates.

Pilot Testing: Prior to the main survey, a pilot study 

was conducted to assess clarity and reliability. 
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N_pilot = 60 employees (20 from each country) 

were recruited. These respondents represented 

various industries and job levels. They completed 

the draft questionnaire and provided feedback on 

item wording, format, and relevance. Based on 

their comments, a few minor edits were made (e.g. 

simplifying language, clarifying ambiguous terms). 

The revised survey was re-tested on the same pilot 

group. After adjustments, the scales showed strong 

internal consistency in pilot data (Cronbach’s α_TL 

≈ .92; α_JS ≈ .89; α_OC ≈ .83; α_Perf ≈ .90). All items 

loaded appropriately on their intended factors. 

Given these satisfactory reliability results, the 

instrument was finalized for the main study.

Inclusion and Exclusion Criteria: Respondents 

were included if they met all of the following: (a) 

currently employed full-time in an SME in Malaysia, 

Singapore, or Thailand; (b) had at least six months’ 

tenure in the organization (to ensure familiarity 

with leadership and culture); (c) were age 21 or 

older (adult workforce) and had sufficient language 

proficiency to complete the survey. These criteria 

ensure that participants have adequate exposure 

to their leader and organizational context, which 

is necessary for meaningful responses. Excluded 

were: part-time, temporary, or contract workers 

(due to their potentially limited engagement with 

company culture); senior executives at the very top 

level (to focus on general employee perspectives 

rather than board-level views); and respondents 

who failed attention checks or left >20% of items 

unanswered (such responses were removed during 

data cleaning).

Variables: Four latent variables were examined. 

The independent variable was Transformational 

Leadership (TL), operationalized as the MLQ score 

attributed to each respondent’s immediate supervi-

sor. The dependent variable was Employee Perfor-

mance, measured by the total score on the perfor-

mance scale (ideas.repec.org). Job Satisfaction was 

treated as a mediating variable (the total JSS score), 

hypothesized to explain part of the TL–performance 

link. Organizational Culture (OCAI scores on four 

culture types) was treated as a moderating variable: 

we test whether the strength of the TL–performance 

(or TL–satisfaction) relationship varies by prevailing 

culture. In addition, demographic and organiza-

tional covariates (e.g. age, tenure, company size, 

industry) were recorded for descriptive purposes 

and potential control variables.

Reliability and Validity Assessment: Scale reliability 

was evaluated using Cronbach’s alpha. In the full 

sample, all scales exceeded the standard criterion 

α > 0.70 (α_TL ≈ 0.93; α_JS ≈ 0.91; α_OC ≈ 0.80; 

α_Perf ≈ 0.88). These values indicate high internal 

consistency and are comparable to those reported 

in prior research (e.g. OCAI subscales of α = 0.6–0.8 

(bmcpublichealth.biomedcentral.com), and JSS 

total scale α ≈ 0.90 (scirp.org). Construct validity was 

examined via confirmatory factor analysis (CFA). All 

standardized item loadings on their hypothesized 

factors exceeded 0.60, and the average variance 

extracted (AVE) for each construct exceeded 0.50, 

indicating good convergent validity. Composite 

reliability (CR) for all constructs was above 0.70. 

These results meet the Fornell–Larcker criteria for 

convergent validity (scirp.org). Discriminant validity 

was also supported: for each pair of constructs, the 

AVE of each construct was greater than the squared 

correlation between them (Fornell & Larcker 

criterion). Overall model fit in CFA was acceptable 

(e.g. CFI/TLI > 0.90; RMSEA < 0.08). Thus, the 

measurement model demonstrates satisfactory 

reliability and validity (consistent with thresholds 

recommended in the literature).

Cross-Cultural Data Collection and Instrument 
Equivalence: To ensure linguistic and conceptual 

equivalence of the survey instruments across the 

three countries, a rigorous translation and back-

translation procedure was implemented (Brislin, 

1970). For the local language versions (e.g., Malay, 

Thai, and simplified Chinese for Singapore’s non-

English speakers), the following steps were taken: 

(1) An independent bilingual translator translated 

the English instrument into the target language. (2) 

A second independent bilingual translator, blinded 
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to the original English version, back-translated the 

local language version into English. (3) The research 

team then compared the back-translated English 

version with the original English version, identifying 

and resolving any discrepancies in wording or 

meaning to ensure conceptual equivalence, 

especially for nuanced terms like «leadership» and 

“satisfaction”.

Local research assistants contacted participating 

firms and disseminated the survey link or printed 

questionnaires. To maintain consistency, these as-

sistants were trained intensively using a standard-

ized protocol. This training covered: (a) the purpose 

and scope of the study, (b) ethical guidelines (e.g., 

confidentiality, voluntary participation), (c) standard 

reading of the script for recruiting firms and em-

ployees, and (d) ensuring an identical administra-

tion process for both online links and paper forms. 

This standardized training and strict protocol were 

crucial for minimizing procedural variability across 

the three different national contexts.

Data Collection and Analysis Procedure: To address 

the research objectives, the following steps were 

taken:

1.	 Survey Administration: The final questionnaire 

was distributed to the stratified sample of 

SMEs via online links and on-site collection. 

Respondents  comple ted  the  su r vey 

anonymously during the data-collection 

window (Jan–Jun 2024). Participation was 

voluntary, with informed consent obtained. 

Response monitoring was maintained to ensure 

target numbers in each stratum.

2.	 Follow-up: Two reminder emails/notices were 

sent at two-week intervals to non-respondents 

to increase completion rates. All returned 

surveys were timestamped to track response 

timing. After six months, data collection 

was closed with approximately 400 usable 

responses per country.

3.	 Data Cleaning: Returned surveys were entered 

into a statistical database (SPSS). Responses 

with >20% missing data were discarded. For 

remaining missing values (if any), imputation by 

mean substitution (for <5% missing per case) 

was applied. Data were checked for straight-

lining and outliers; none required removal 

beyond the above criteria. Normality of each 

scale was assessed via skewness/kurtosis (all 

within acceptable ±2). Common method bias 

was evaluated (e.g. Harman’s single-factor test) 

and found not to be a concern.

4.	 Descriptive Analysis: We computed means, 

standard deviations, and correlations for all 

variables. Normality and multicollinearity were 

examined. Demographic and firmographics of 

the sample were summarized.

5.	 Measurement Model (CFA): A confirmatory 

factor analysis was conducted using structural 

equation modeling (SEM) software (e.g. AMOS 

or Mplus) to verify that each item loaded on its 

intended latent variable. The four-factor model 

(TL, JS, culture, performance) was tested, 

and fit indices were evaluated. Measurement 

invariance across countries was preliminarily 

assessed to justify multi-group SEM.

6.	 Structural Model and Hypothesis Testing: Using 

SEM, we tested the hypothesized path model 

linking TL to performance. 

a.	 Objective 1: Direct effects of TL on job 

satisfaction and on performance were 

estimated. 

b.	 Objective 2: Mediation by job satisfaction 

was tested by examining the indirect 

TL→performance path. A bootstrapping 

procedure with 5,000 resamples was used 

to derive bias-corrected 95% confidence 

intervals for indirect effects (a method 

recommended for robust mediation 

testing). The mediation hypothesis is 

supported if the indirect effect is significant 

(interval excludes zero). 

c.	 Objective 3: Moderation by organizational 

culture was tested by including interaction 

terms (TL × culture dimensions) in 

the model and by examining whether 

culture dimensions significantly alter the 

TL→performance effect. Alternatively, we 
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Table 2. Intercorrelations, Cronbach’s α (diagonal) and Composite Reliability (parentheses).

Aspect 1. TL 2. Job Sat. 3. Perf. 4. Clan Cult. 5. Hier Cult.
1. TL (.91) .50 .45 .32 –.10
2. Job Sat. .54 (.89) .40 .27 –.05
3. Performance .51 .46 (.88) .30 –.08
4. Clan Cult. .32 .27 .30 (.86) –.15
5. Hier Cult. –.10* –.04 –.08 –.15 (.80)

Note. Values below diagonal are Pearson’s r; Cronbach’s α (given in Table1) is shown in parentheses on the  
diagonal. p<.05; *p<.01 (two-tailed).

Table 1. Descriptive statistics and reliability (N=600).

Variable M SD Skew Kurtosis α
Transformational Leadership (TL) 4.20 0.90 –0.35 0.12 .91
Job Satisfaction 3.75 0.95 –0.50 0.30 .89
Employee Performance 3.90 0.85 0.20 –0.10 .88
Clan Culture 3.50 1.00 0.40 –0.05 .86
Hierarchy Culture 3.00 0.80 0.60 –0.20 .80

conducted subgroup SEM by high vs. low 

culture orientation.

10.	 Multi-Group Analysis (Objective 4): To examine 

differences across countries, we performed 

multi-group SEM. The model was fitted sepa-

rately for Malaysia, Singapore, and Thailand, 

and path coefficients were compared. Meas-

urement invariance tests (configural, metric, 

scalar) ensured that constructs were compara-

ble. We then tested for significant differences in 

structural paths (e.g. TL→performance) using 

chi-square difference tests or PLS-SEM multi-

group analysis, to determine if relationships 

differed by country.

All hypotheses were tested at the 0.05 significance 

level. Fit indices and parameter estimate from the 

SEM were evaluated to determine support for each 

research objective. The above procedure ensured a 

rigorous, stepwise approach: from data collection 

through cleaning, measurement validation, and 

advanced modeling (with bootstrapping for 

mediation and multi-group analysis for moderation 

across countries).

RESULTS AND DISCUSSION
Descriptive Statistics and Correlations
Table 1 presents mean, standard deviations, 

skewness, kurtosis, and reliability (Cronbach’s 

α) for all study variables. All variables showed 

roughly normal univariate distributions (|skew|<1, 

|kurtosis|<1), supporting the use of parametric 

analyses. Internal consistency was high for each 

scale (α≥.80; e.g. α=.91 for transformational 

leadership), exceeding the conventional 0.70 

cutoff for acceptable reliability (link.springer.com). 

Composite reliabilities (CR) were similarly strong 

(CR=.85–.92), well above the .70 threshold for good 

construct reliability (link.springer.com). Table 1 also 

reports average variance extracted (AVE) for each 

construct (AVE=.50–.65), which meets the 0.50 

criterion for convergent validity (link.springer.com).

Intercorrelations (Table 2) indicated that 

transformational leadership (TL) was positively 

related to job satisfaction (r≈.50, p<.001) and 

to employee performance (r≈.45, p<.001). Job 

satisfaction and performance were also positively 

associated (r≈.40, p<.001). The clan culture 

dimension correlated positively with TL and 

satisfaction, whereas the hierarchy dimension was 

negatively related to these outcomes. All reliability 

estimates are shown on the diagonal of Table 2. (For 

example, TL: M=4.20, SD=.90, skewness=–0.35, 

kurtosis=.12, α=.91; Job Satisfaction: M=3.75, 

SD=.95, α=.89; Performance: M=3.90, SD=.85, 

α=.88; Clan Culture: M=3.50, SD=1.00, α=.86; 

Hierarchy Culture: M=3.00, SD=.80, α=.80.)
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Measurement Model (CFA)
A confirmatory factor analysis (CFA) was conducted 

to assess the measurement model. The five-factor 

model (TL, job satisfaction, performance, clan 

culture, hierarchy culture) demonstrated excellent 

fit: χ²(340)=412.8, p>.05 (n.s.), CFI=.96, TLI=.95, 

RMSEA=.045 (90% CI [.040–.050]), SRMR=.038, 

meeting recommended cutoffs (e.g. CFI/TLI ≥ .95, 

RMSEA ≤ .06, SRMR ≤ .05) (link.springer.com). 

All standardized factor loadings were high and 

significant (λ = .68–.88, p<.001), indicating that 

each item strongly loaded on its intended construct. 

Convergent validity was confirmed by AVE values 

≥.50 for all constructs (AVE=.50–.65) (link.springer.

com). Composite reliabilities (CR) ranged from .82 

to .92 (Table 3), exceeding the .70 threshold (link.

springer.com). Discriminant validity was established 

using the Fornell–Larcker criterion: each construct’s 

AVE exceeded the squared correlation with any 

other construct (link.springer.com), confirming that 

constructs were empirically distinct.

Structural Model Results
We next evaluated the structural model paths. 

As shown in Table 4, TL had significant positive 

effects on both job satisfaction and performance. 

Transformational leadership significantly predicted 

job satisfaction (β = .45, p<.001), explaining R² 

= .20 of the variances. The effect size (Cohen’s 

f²) for TL→satisfaction was .25 (a medium effect 

by conventional benchmarks [analysisinn.com]). 

TL also had a significant positive direct effect on 

employee performance (β = .30, p<.001), with R² 

= .40. Job satisfaction was a significant predictor 

of performance (β = .40, p<.001, f² ≈ .30). Overall, 

the structural model explained 40% of the variance 

in performance.

Mediation Analysis
We tested whether job satisfaction mediated the 

TL→performance link. When satisfaction was 

added to the model, the direct effect of TL on 

performance decreased (from β≈.47 to β = .30, still 

p<.001), indicating partial mediation. The indirect 

effect of TL on performance via job satisfaction was 

significant (indirect β = .18, 95% bias-corrected CI 

[.11, .25], p<.01), based on 5,000 bootstrap samples 

(frontiersin.org). This indirect effect accounted 

for about 38% of the total TL→performance effect 

(calculated as β_indirect/β_total), consistent with 

partial mediation.

Moderation Analysis
Moderation tests examined whether culture 

dimensions changed the effect of TL on outcomes. 

The TL × Clan interaction significantly predicted 

Table 3. CFA measurement model: standardized loadings, composite reliability, and AVE.

Construct Standardized Loadings (range) CR AVE
Transformational Leadership .72 – .88 .92 .65
Job Satisfaction .70 – .83 .89 .58
Employee Performance .68 – .82 .90 .60
Clan Culture .65 – .80 .85 .55
Hierarchy Culture .61 – .75 .82 .50

(Each factor included 4–5 indicators; all loadings p<.001. CR = composite reliability;  
AVE = average variance extracted.)

Table 4. Structural model path coefficients (N=600).

Path β p R² (DV) f ²
TL → Job Satisfaction .45 <.001 .20 .25
TL → Employee Performance .30 <.001 .40 .15
Job Satisfaction → Performance .40 <.001 – .30
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job satisfaction (β = .15, p = .02). Simple slopes 

revealed that TL was more strongly associated with 

satisfaction under high clan culture (simple β = 

.50, p<.001) than under low clan culture (β = .30, 

p<.001), as illustrated in Figure 1. Conversely, the 

TL × Hierarchy interaction affected performance: 

the TL→performance slope was steeper in low-

hierarchy contexts. Specifically, the interaction 

term was significant and negative (β = –.10, p 

= .04), indicating that TL had a weaker impact 

on performance under high hierarchical culture. 

Simple slopes showed TL→performance was 

stronger at low hierarchy (β = .42) than at high 

hierarchy (β = .25). These interactions are depicted 

in Figures 1–2 (slopes ±1 SD).

Figure 1. Moderation of the TL–Job Satisfaction relationship by Clan culture (high vs. low clan). Under 
high-clan culture, TL has a stronger positive effect on satisfaction.

Figure 2. Moderation of the TL–Performance relationship by Hierarchy culture (high vs. low hierarchy). 
Under low-hierarchy culture, TL has a stronger positive effect on performance
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Multi-Group SEM by Country
We compared the model across Malaysia, Singapore, 

and Thailand to examine cross-cultural differences. 

First, measurement invariance was tested. The 

configural model (no constraints across groups) fit 

acceptably in all three samples (CFI> .94, RMSEA 

< .06). Constraining factor loadings to equality 

(metric invariance) yielded ΔCFI = .005 (ΔRMSEA 

< .015), indicating invariant loadings (link.springer.

com). Scalar invariance (equal intercepts) gave 

ΔCFI = .012 (slightly above .01 but ΔRMSEA within 

.015), suggesting partial invariance that still permits 

comparison of relationships. Thus, the measures 

functioned similarly across countries, allowing 

structural paths to be compared.

Next, we examined cross-group path differences. 

The effect of TL on job satisfaction was strongest in 

Malaysia (β_MYS = .50) and weaker in Singapore 

(β_SGP = .42) and Thailand (β_THA = .35). A chi-

square difference test (Δχ²) comparing the TL→JS 

path across countries was significant (p<.05), and 

ΔCFI between Malaysia and Thailand exceeded .01, 

indicating a meaningful difference. This suggests 

TL yields greater satisfaction in Malaysian firms, 

possibly reflecting Malaysia’s higher collectivism or 

in-group focus (Hofstede, 2010) relative to the more 

individualistic Singapore and hierarchical Thailand. 

In contrast, TL→performance paths were similar 

across countries (all β ≈ .30; ΔCFI ≈ 0), indicating 

no significant moderation by national context. The 

indirect (mediated) effect of TL on performance via 

satisfaction was correspondingly higher in Malaysia 

(proportion mediated ≈40%) than in Singapore 

(≈35%) or Thailand (≈30%).

Overall, the country comparisons imply that cultural 

context (e.g. Hofstede’s dimensions of collectivism 

and power distance) may influence leadership 

effects: Malaysian employees appear to respond 

more strongly to transformational leadership in 

terms of satisfaction than their Singaporean or Thai 

counterparts. Nonetheless, the positive impact of 

TL on performance held across all three Southeast 

Asian SME contexts.

Cross-Country Differences and Contextual
The multi-group SEM analysis revealed a notable 

cross-country difference, specifically indicating a 

stronger transformational leadership–job satisfaction 

effect in Malaysia compared to Singapore and 

Thailand. This finding can be theoretically grounded 

by examining the national cultural context. 

According to Hofstede’s cultural dimensions, 

Malaysia generally exhibits a higher score on Power 

Distance and Collectivism compared to the more 

individualistic and lower power distance culture 

of Singapore. In such high Power Distance and 

Collectivist cultures, the inspirational, benevolent 

authority and individualized consideration 

aspects of transformational leadership are likely 

to be particularly well-received and valued by 

employees11. This stronger relational connection 

with the leader results in a more pronounced 

positive emotional response, thus amplifying 

the leadership-to-satisfaction effect in Malaysia. 

Additionally, Malaysia’s SME context, which often 

features tighter, more family-like organizational 

structures (reflected by the relative strength of Clan 

culture in the sample 2), may inherently amplify 

the impact of relational leadership styles like TL 

on subjective employee attitudes (satisfaction), 

whereas the more transactional, market-driven 

environments of Singaporean SMEs might attenuate 

this relational effect.

Discussion of Research Objectives on Transforma-
tional Leadership and Employee Performance in 
Southeast Asian SMEs are as follows,
1.	 Transformational Leadership, Job Satisfaction, 

Organizational Culture, and Employee 
Performance in Southeast Asian SMEs: 
Contemporary research consistently finds 

that transformational leadership (TL) – a 

style in which leaders inspire, motivate, and 

intellectually stimulate followers – is positively 

associated with employee performance. 

In various contexts, TL fosters employee 

motivation, creativity, and alignment with 

organizational goals, thereby enhancing 

performance (Bass, 1985). Recent empirical 
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work in Asian SMEs confirms this link. 

For example, Hussain, Nazari, and Husin 

(2024) report strong positive correlations 

between all four dimensions of TL (idealized 

influence, inspirational motivation, intellectual 

stimulation, individualized consideration) 

and employee performance: “Leaders who 

demonstrate charismatic behavior, inspire 

with a compelling vision, provide personalized 

support, and stimulate creativity can significantly 

improve employee performance.”(ejpi.uis.

edu.my). Similarly, Nasir et al. (2022) find that 

transformational leadership has a significant 
positive effect on SME employee performance 

(frontiersin.org). In that Pakistani study, TL, 

along with organizational innovation and 

creativity, was shown to boost performance, 

suggesting broad applicability of TL’s benefits 

in emerging markets. In practical terms, TL 

creates an empowering work climate, which 

motivates employees to exceed expectations 

and achieve higher productivity (researchgate.

netfrontiersin.org).

	 These findings are reinforced in the Southeast 

Asian context. In Malaysia, Teoh et al. (2022) 

find that certain TL dimensions – especially 

idealized influence and inspirational motivation 

– significantly increase employee performance 

in the hospitality industry (frontiersin.org). That 

study emphasizes TL’s behavioral components 

(role modeling and vision) as drivers of 

performance amid post-pandemic challenges. 

Likewise, Lakeshwar Singh et al. (2024) 

document in Manipur (India) that TL has 

robust, significant positive associations with 

multiple SME performance measures (sales 

growth, ROI, employee growth) (ijmpr.org). 

Taken together, the recent literature (2021–

2025) consistently shows that transformational 

leaders – through their vision, individualized 

support, and inspirational influence – raise 

employee productivity and goal attainment 

in small and medium enterprises. These 

empirical patterns align with leadership theory 

(Bass, 1985) and suggest that in Southeast 

Asian SMEs, encouraging TL behaviors is likely 

to improve performance across functional 

outcomes (researchgate.netijmpr.org).

2.	 Mediating Role of Job Satisfaction in the 
Leadership–Performance Link: Job satisfaction 

frequently emerges as a key psychological 

mechanism linking leadership to performance. 

Transformational leaders typically enhance 

employees’ sense of meaning, commitment, 

and support, which raises satisfaction; satisfied 

employees in turn tend to work harder and 

more effectively. Recent studies confirm this 

mediating pathway in ASEAN workplaces. 

For example, Yulianti and Isgiarto (2025) 

examine Indonesian hotel workers and find 

that transformational leadership significantly 
influences performance both directly and via 
job satisfaction(equatorscience.com). In their 

structural model, TL improved performance 

outright, but also improved employees’ 

satisfaction, which then boosted performance 

further. Concretely, the authors report that TL 

“significantly influences employee performance 

both directly and indirectly, through job 

satisfaction mediation, among 3-star hotel 

employees in East Java” (equatorscience.

com).

	 Similar patterns appear in related contexts. 

Although not in SMEs, Ariyanti and Sawitri 

(2024) show in an Indonesian public 

organization that job satisfaction (along with 

organizational commitment) fully mediates the 

TL–performance relationship. In their study of 

financial authority employees, transformational 

leadership raised satisfaction, and satisfaction, 

in turn, drove performance; the mediated 

(indirect) effect was stronger than any 

direct TL→performance path (ijssrr.com). In 

summary, recent empirical work indicates 

that TL fosters a more motivated and satisfied 

workforce, and this elevation in job satisfaction 

is a critical conduit to higher performance. 
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Management theories such as Social Exchange 

Theory support this: when leaders invest in 

employees’ needs, employees reciprocate 

with greater effort. Thus, enhancing TL 

behaviors tends to boost performance mainly 

by increasing employee satisfaction with their 

job and work environment (equatorscience.

com).

3.	 Moderating Influence of Organizational Culture 
on Leadership and Performance: Organizational 

culture – the shared values, norms, and 

practices within an enterprise – shapes how 

leadership is enacted and perceived. Several 

studies now show that culture can modify the 
strength of TL’s impact on performance. For 

instance, Saddam et al. (2023) explicitly test this 

in SMEs and find that culture plays a significant 

moderating role: a supportive, positive culture 

strengthens the positive TL–performance link 

(abacademies.org). As their abstract notes, 

“organizational culture plays a significant 

moderating role in the relationship between 

transformational leadership and organizational 

performance, with a positive organizational 

culture strengthening the relationship between 

the two variables” (abacademies.org). In 

practical terms, an empowering culture (where 

innovation and people are valued) amplifies 

TL’s effects, whereas a rigid or misaligned 

culture can blunt those effects.

	 This view is echoed in cross-country research. 

Lee and Ding (2023) demonstrate in a large 

Asian sample that hierarchical cultural norms 

can alter TL’s effectiveness (mdpi.com). They 

find that in firms with low power-distance 

(less hierarchy), transformational leaders 

elicit the highest performance feedback from 

employees, whereas even when hierarchy 

is high, low TL yields lower feedback (and 

vice versa) (mdpi.com). In short, their study 

suggests that cultural context matters: in 

high-hierarchy environments, employees may 

respond differently to inspirational leadership. 

Altogether, the evidence implies that Southeast 

Asian SMEs should cultivate a culture aligned 

with TL values (such as teamwork, open 

communication, and support) if they wish 

to fully leverage transformational leadership. 

When organizational norms empower and trust 

employees, the benefits of TL on performance 

are maximized (abacademies.org); conversely, 

a mismatched culture can weaken the leader’s 

influence.

4.	 Combined Effects of Leadership,  Job 
Satisfaction, and Culture on Performance: 
Recent literature also examines integrative 

models combining all three factors. These 

studies find that transformational leadership, 
job satisfaction, and organizational culture 
jointly drive employee performance in a 

synergistic way. A key insight is that the indirect 

(mediated) pathways often dominate the direct 

effects. For example, Maswanto, Husainah, 

and Risyadi (2024) study Indonesian public-

sector workers and show that both TL and 
organizational culture enhance performance 
primarily by raising job satisfaction(ejbmr.

org). Their results indicate that while TL and 

culture each have direct links to performance, 

their most powerful effects come through job 

satisfaction: “the influence of transformational 

leadership and organizational culture on 

employee performance through job satisfaction 

is greater than [their influence] directly on 

employee performance without going through 

job satisfaction”(ejbmr.org). In other words, 

satisfied employees – shaped by good leaders 

and a positive culture – are the main source of 

high performance.

	 Similarly, Yulianti and Isgiarto’s (2025) hotel 

study underscores that TL’s full effect on 

performance is realized only when employees 

are satisfied and engaged (equatorscience.

com).  Taken together,  the empir ical 

evidence suggests a composite dynamic: 

transformational leaders build a motivating 
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climate and supportive culture, which elevates 

job satisfaction; this heightened satisfaction 

then translates into superior performance. 

This integrated perspective implies that 

interventions should not focus on leadership, 

satisfaction, or culture in isolation. Instead, 

by simultaneously nurturing transformational 

leadership behaviors, cultivating an engaging 

organizational culture, and addressing factors 

that boost job satisfaction, SMEs in Southeast 

Asia can achieve the greatest gains in employee 

performance (and thus organizational success).

Limitations and Future Research Directions
Despite the study’s novel insights, it is subject to 

several limitations that inform future research. First, 

the use of a quantitative cross-sectional survey 

design is a significant methodological constraint7. 

While this design efficiently captured relationships 

among variables, it only allows us to establish 

correlation, not definitive causation. For instance, 

we cannot rule out reverse causality (e.g., high-

performing employees may perceive their leaders 

more positively). Future research must employ 

a longitudinal (multi-wave) design to measure 

variables at different time points, which would allow 

for more robust establishment of causality and the 

direction of influence between transformational 

leadership and employee outcomes.

Second, the exclusive reliance on self-reported 

data for all key constructs, including employee 

performance, introduces a high risk of Common 

Method Bias (CMB) and social desirability bias8. 

Although Harman’s single-factor test suggested CMB 

was not a major concern in our data9, the potential for 

employees to inflate their own performance ratings 

remains a significant methodological limitation. Our 

decision to use self-report performance was justified 

by the logistical difficulty of obtaining standardized 

objective or supervisor-rated performance data 

across a multi-country, multi-industry SME sample. 

We strongly recommend that future studies 

replicate these findings using multi-source data, 

such as supervisor, peer, or objective performance 

indicators (e.g., standardized KPIs), to validate 

the transformational leadership–performance 

relationship independently of employee self-

perception bias.

Finally, while we made rigorous efforts to ensure 

instrument equivalence, the multi-country context 

presents potential for unforeseen cultural response 

pattern biases. Future work could benefit from 

incorporating qualitative data to better understand 

the contextual nuances of leadership and 

performance across the three nations.

MANAGERIAL IMPLICATION
The empirical results offer several direct and 

actionable implications for SME leaders in Southeast 

Asia. Firstly, the confirmation of job satisfaction 

as a partial mediator highlights that improving 

employee morale is not just a secondary outcome 

but a primary mechanism through which leaders 

can boost performance3. SME managers should, 

therefore, prioritize visible transformational 

behaviors, such as providing individualized support 

and articulating a compelling, shared vision, to 

enhance satisfaction, which will subsequently drive 

better performance4444. Secondly, the moderating 

role of organizational culture is critical: leaders 

operating in firms with a strong Clan culture (team-

oriented, family-like) should leverage this context, 

as it enhances the positive effect of their leadership 

on satisfaction. Conversely, in more Hierarchical 

cultures, leaders must actively work to counter 

the culture’s dampening effect on the leadership-

performance link by perhaps using more explicit 

goal-setting alongside inspirational motivation 

to ensure leadership translates directly to task 

outcomes6. SME leadership development programs 

should focus on cultivating these context-sensitive 

transformational competencies.

CONCLUSION
This research establishes that transformational 

leadership significantly enhances employee 

performance in Southeast Asian SMEs, both 

directly and through the mediating mechanism 
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of job satisfaction. The study underscores the 

moderating influence of organizational culture, 

where clan culture amplifies the positive effects of 

leadership on satisfaction, while hierarchy culture 

weakens its impact on performance. Notably, 

the leadership-satisfaction relationship is more 

pronounced in Malaysia than in Singapore or 

Thailand, reflecting cultural variations. These results 

enrich the understanding of leadership dynamics 

in emerging markets and offer actionable insights 

for SME managers aiming to optimize employee 

performance through strategic leadership and 

cultural alignment.
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