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ABSTRACT 

 

The objectives of this paper are to develop and test the conceptual model of the 

indirect effect of leadership styles (transformational leadership and transactional 

leadership) and IT capabilities on performance in digital era, considering the mediating 

role of dynamic capabilities, organizational learning capabilities, and knowledge 

management capabilities which in turn affect organizational innovation capabilities. 

The theoretical framework in this research is developed from the resource based view 

theory of the firm (RBV).  From extant literature review, the research model was 

developed. This study tested the research model by using structural equation modelling 

(SEM). Research instrument was questionnaires adopted from various researchers. A 

structured 40 items questionnaire exploring the relationship between leadership styles 

(transformational leadership and transactional leadership), IT capabilities, dynamic 

capabilities, organizational learning capabilities, knowledge management capabilities, 

organizational innovation capabilities, and performance was developed. Total of 400 

valid questionnaires were collected from the management of private hospitals and 

clinics in Thailand. Descriptive statistics analyses are frequency, percentage, mean, and 

standard deviation. Inferential statistics include model fit test of the constructs and path 

analysis which are done by structural equation modelling. Test of Reliability was done 

by using Cronbach’s Alpha. Test of reliability and validity were done by confirmatory 

factor analysis (CFA). The results showed that there are indirect effects of 

transformational leadership and IT capabilities on performance mediated by dynamic 

capabilities, organizational learning capabilities, and knowledge management 

capabilities which in turn affect organizational innovation capabilities. This study 

contributes to theoretical and practical usage of the resource-based view in the domain 
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of private healthcare service provider organizations in digital era by discovering the 

common mechanism or chains of variables that link leadership styles and IT capabilities 

to performance. The empirical evidence will contribute to the knowledge of resource 

based view theory of the firm (RBV)’s usage in private healthcare literature. The results 

of this study are beneficial to both researchers and practitioners. For researchers, 

proposing and testing this model of leadership styles, IT capabilities, and their indirect 

link to performance in digital era according to the resource based view theory of the 

firm (RBV) for private healthcare sector in Thailand will generate a new call for 

research.  For practitioner, Thai private hospitals and clinics that intend to achieve 

better performance on digital era, they can consider building these capabilities 

including transformational leadership, IT capabilities, dynamic capabilities, 

organizational learning capabilities, knowledge management capabilities and 

organizational innovation capabilities. With the understanding of the mechanism or the 

interactions between each capability, organizations can apply this model into their 

organization’s strategic management for performance in digital era. 

Keywords: Leadership styles, IT capabilities, Performance, Resource based view, 

Structural equation modelling 
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CHAPTER 1: 

INTRODUCTION 

 

1.1 Research Background 

1.1.1 The growth of private hospital business in Thailand  

 

Hospital business in Thailand has been considered the prominent and 

competitive sector. In Thailand, healthcare sector accounted for 3.56%, 3.8%, and 4% 

of national GDP in 1994, 2012, and 2017 respectively (Tangcharoensathien, 2000; 

Ninkitsaranont, 2019). Health expenditure is a promising industry that is constantly 

growing. The sector is valued at 6.21% of Thailand’s GDP and is expected to grow at 

approximately 6% in value year on year toward 2021. It is anticipated that the growth 

will be driven by the private sector. (PWC, 2017). 

According to the department of health service support, ministry of health 

(2019), Thailand has total of 31,232 registered private facilities consisting of 382 

private hospitals, and 30,850 private clinics. In Bangkok which is the capital of 

Thailand, there are 111 private hospitals, and 6,194 private clinics. 

SMEs Knowledge Center (2014) reported that Thailand is the leader of health 

tourism destination in ASEAN due to 4 reasons. First, Thailand has international 

standard of human resource quality. Second, Thailand has reasonable cost when 

compared to other countries at the same quality standard. Third, Thai people have 

service mind and great hospitality. Last, the country has many tourist attractions. 

Thailand has low cost of medical care, good quality, and the hub of travel and 

aviation which support medical tourism. Thailand also has adequate size of population 

and increasing aging population that support the cost reduction of medical and 

management expenses. Medical tourism and structural changes in Thai demographics 

including the aging society, continuing urbanization, and the ongoing growth of the 

middle classes are key drivers of business growth of hospital business in Thailand. The 

increasing health awareness trend about personalized medicine and wellness will also 

support the growth of this sector. (Ninkitsaranont, 2019; SMEs Knowledge Center, 

2014). 
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1.1.2 The driving forces of business growth   

 

Health tourism or medical tourism is an activity of travel that include health or 

medical care. Due to increasing health awareness, health tourism is becoming more and 

more popular. Medical tourism is the important source of growing revenue for 

Thailand. Common health services are medical check-up, medical treatments, Thai 

traditional medicine, chelation, Thai massage, spa, etc. (SMEs Knowledge Center, 

2014). 

Thailand government has continuously promoted Thailand 4.0 or industry4.0 

which is aimed to be the fourth industrial revolution of Thailand. Thailand 4.0 mainly 

focus on building sustainable, value-based, building digital communities, and 

innovative start-up networks. Thailand 4.0 new S-curve industries include robotics, 

aviation, logistics, medical hub, biofuels, biochemical, and digital (Jones, C. & Pimdee, 

P., 2017).  

In 2015, medical tourism generated over $3 billion USD revenue to the 

country accounting for roughly 0.4% of GDP from income earned by private hospitals. 

This represented 15% growth for the economy with an estimated 3 million 

medical tourists annually (U.S. Commercial Service and The U.S. Department of 

Commerce’s International Trade Administration, Thailand).  

While the health services segment of the tourism industry represents only a 

fraction of overall revenue, it is a growing and increasingly profitable market. Current 

estimates indicate that roughly two million foreign patients come to Thailand annually 

for some form of medical treatment. This number is set to grow as the government is 

firmly behind continuing to build Thailand as a regional powerhouse in-line with 

moving the country forward through the “Thailand 4.0” economic model, for which 

Medical Hub is one of ten key strategic growth engines (Thailand Investment Review, 

2017).  

The Thai government has supported the country to be the medical hub of Asia 

since 2003. This produced the steady growth of medical tourism for Thailand for many 

years. In many Thai private sector hospitals, the quality of service and treatments meet 

global standard and requirements. In 2019, the Joint Commission International (JCI) 

accredited 66 Thai medical institutes as meeting international standards which is a 

greater number than in regional competitors such as India (38), Singapore (22), and 

Malaysia (13). In 2017, the International Healthcare Research Center (IHRC) placed 
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the Thai medical tourism segment sixth in its world rankings, behind India, Colombia, 

Mexico, Canada and the Dominican Republic, while acknowledging that Thailand is 

the market leader in Asia, with a 38% market share of the Asian medical tourism market 

(Ninkitsaranont, 2019). 

The Asian Development Bank (ADB) forecasts Asia’s elderly population to 

reach nearly 923 million by the middle of the century. As a result, the region is on track 

in the next few decades to become one of the oldest in the world (Thailand Investment 

Review Vol.27 no.4, 2017). This age group will create higher demand for complex and 

technology-intensive medical interventions. The Office of the National Economic and 

Social Development Board forecasts that in Thailand, the number of individuals aged 

over 60 will rise from 11.2 million in 2017 to 13.1 million by 2021, and typically 60% 

of the elderly have health the Ministry of Public Health estimates that spending on 

healthcare for the elderly is expected to rise from 63 billion thai baht in 2010 (2.1% of 

GDP) to 228 billion thai baht in 2022 (2.8% of GDP) (The 12th National Health 

Development Plan, 2017-2021; Ninkitsaranont, 2019). Similar to the rest of the world, 

Colorado State Demographers Office (2013) also reported and forecasted the aging 

population (65 years old or above) will reach the percentage of 12%, 17%, 19% of 

population by the year 2012, 2025, and 2040 respectively.   

Growth in the number of middle-class consumers with higher spending power  

is another factor that increase the demand for the services offered by private hospitals. 

It is forecasted that the proportion of the Thai population classified as middle-class will 

rise to 41% by 2020, up from 36% in 2015. This societal shift is also being seen in other 

countries in the ASEAN zone. This therefore create a good opportunity for Thai private 

sector hospitals (Ninkitsaranont, 2019).  

Thai urbanization rate are forecasted to rise from 50.4% in 2015 to 60.4% in 

2025. Along with government policy to invest in national infrastructure and to establish 

special economic zones and the Eastern Economic Corridor, this will increase 

opportunities for Thai private hospitals to expand the provision of medical services and 

to meet demand from both Thai patients in the provinces and expatriates 

(Ninkitsaranont, 2019).  
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1.1.3 Resource based view in healthcare sector  

 

The resource based view theory of the firm (RBV) has been used for 

understanding how company can achieve and sustain competitive advantage over time. 

The resource based view theory of the firm (RBV) regards the firm as a bundle of 

resources and suggests that their attributes significantly affect the firm’s competitive 

advantage and, by implication, its performance (Barney, 1986, 1991; Penrose, 1959; 

Peteraf, 1993; Wernerfelt, 1984). Resource based view theory of the firm (RBV) is 

broadly acknowledged in strategic management, and is widely analyzed regarding their 

impact on Firm Performance (Adnan & Sohail, 2018). In operations management, 

resource based view theory of the firm (RBV) has been used for explaining sources of 

better operational performance (Flynn, 2017).  

Kash (2014) mentioned about the relevance of the resource based view theory 

of the firm (RBV) in healthcare resource deployment for strategic implementation. In 

healthcare management planning. The resource based view theory of the firm (RBV) is 

increasingly being applied to healthcare settings such as comparing the resources and 

resource deployment capabilities during specialty surgeries (Huesch, 2013). The 

resource based view theory of the firm (RBV) seems to be diffused into healthcare 

organization as a promising theory for healthcare management (Ferlie, 2014). However, 

there are limited empirical evidence regarding the resource based view theory of the 

firm (RBV)’s use in healthcare management that is empirically tested is limited.  

 

1.1.4 Resources and capabilities in Digital Era  

 

Digital technologies like social media, mobile, and analytics are being used 

widely by consumers and employees. It has transformed the customer experience and 

therefore influenced business. The buyers have become digital savvy than the sellers. 

Greater numbers of companies are trying to leverage digital technologies to compete 

and perform by leading, adapting, transforming, and creating new organizational 

capabilities. To achieve digital transformation, companies take different paths by 

creating new capabilities such as IT capabilities, leadership capabilities, and digital 

capabilities. For example, Indian paint manufacturer Asian Paints went the other way, 

creating vision, governance and IT capabilities to become a more unified company 

(Westerman et al., 2012). With this in mind, identifying the capabilities and leadership 
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styles that affects the firm performance in digital transformation context is an area of 

interest not only to academics but practitioners. IT capabilities is required to pursue an 

effective digital business strategy (Mithas et al., 2013; Aral & Weill, 2007). For 

example, organizations such as Amazon, Unilever and P&G have, over the years, built 

IT capabilities that enable high digital transformation in product offerings, services and 

other activities in their respective value chains (Galante et al., 2013). Consistent with 

the resource based view theory of the firm (RBV), for IT capability to be a source of 

firm performance, the capability will have to be evaluated relative to other competing 

firms (Nwankpa & Roumani, 2016).  

Digital business transformation is about leadership (Bowersox, 2005). It is the 

ultimate challenge in change management because it impacts all organizational levels 

of an enterprise and its extended supply chain. The transformation starts with redefining 

the firm's strategic vision which is described as the shared composite of goals, 

competencies, and capabilities a firm deploys to create and sustain competitive 

advantage (Bowersox, 2005). Leadership style is “the relative consistent pattern of 

behavior that characterized a leader” (Dubrin, 2001, p.121). 

Bass (1985, 1990) proposes a certain type of leadership needed in a dynamic 

environment and described this certain type of leader as transformational leadership. 

Transformational leadership is thought to be more effective during times of 

organizational change and turbulence than earlier leadership models. Bass (1997) later 

categorized leadership styles into transformational leadership and transactional 

leadership. Transformational leadership and transactional leadership are two most 

recognized leadership styles among leadership and information system literatures (Shao 

et al., 2012). 

Organizational capabilities refer to the ability of an organization to utilize 

resources and perform coordinated task in order to achieve a particular end result or 

performance (Helfat and Peteraf, 2003). Organizational capabilities can be classified 

into operational capabilities and dynamic capabilities (Helfat, 2003). Operational 

capabilities are the abilities that enable a firm to make a living in the present while 

dynamic capabilities are the competencies that enable a firm to alter how it currently 

makes its living (Helfat and Winter, 2011). 

Dynamic capabilities are defined as the firm’s ability to integrate, build, and 

reconfigure external and internal competences to cope with dynamic market or rapidly 
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changing environment (Teece et al. ,1997). Dynamic capabilities are shown to be the 

source of “variation” for technological innovation, adaptation, and digital 

transformation among firms (Karimi, 2015; Crossan, 2010). Dynamic capabilities have 

added value to the resource based view theory of the firm (RBV) as they transformed 

the traditional static view into one that incorporate competitive advantage in dynamic 

setting. The Dynamic capabilities approach is still in need for both theoretical and 

empirical development (Ambrosini, Bowman and Collier, 2009). 

According to literatures reviewed, besides dynamic capabilities and IT 

capabilities, there are other organizational capabilities that are relevant to maintaining 

performance in digital era such as organizational learning capabilities, knowledge 

management capabilities, and organizational innovation capabilities. Organizational 

learning has been recognized as one of the strategic approach for achieving long term 

organizational success (Senge, 1990). Gold, Malhotra, and Segars (2001) described 

knowledge management capabilities (KMC) from the perspective of organizational 

capabilities that it consisted of knowledge infrastructures and knowledge management 

(KM) processes. Organizational innovation capability is defined as the development of 

new process, services, and products to fulfill the customer’s need and compete in the 

market. Numerous studies suggested that organizational innovation capabilities help 

the firm to cope with dynamic markets and increase the barrier against imitation by 

competitors (Singh, 2019).  

 

1.2 Gap in literatures and research question 

 

 Improving performance is considered as one of the most important objectives 

for the organizations (Nwankpa & Roumani, 2016). In strategic management, the 

resource bases view (RBV) theory of the firm has been accepted as one of the most 

dominant theoretical perspectives (Newbert, 2007). The resource based view theory of 

the firm (RBV) has been used to explain sources of better performance whether 

operational performance or financial performance (Adnan & Sohail, 2018; Flynn, 

2017). The resource based view theory of the firm (RBV) regards the firm as a bundle 

of resources and suggests that their attributes significantly affect the firm’s competitive 

advantage and, by implication, its performance (Barney, 1986, 1991; Penrose, 1959; 

Peteraf, 1993; Wernerfelt, 1984). The resource based view theory of the firm (RBV) 
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seems to be diffused into healthcare organization as a promising theory for healthcare 

management (Ferlie, 2014). The resource based view theory of the firm (RBV)’s use in 

healthcare management that are empirically tested is limited. 

In digital era, digital technologies have influenced how businesses operate. 

Greater numbers of companies are trying to leverage digital technologies to compete 

and perform by adapting, transforming, and creating new organizational capabilities. 

The resource-based view of the firm (RBV) theory has been used for understanding 

how company can achieve and sustain competitive advantage over time. Maintaining 

performance in digital era according to the resource based view theory of the firm 

(RBV) faced a new challenge as the existing theory was not compatible with rapidly 

changing or dynamic environment. Dynamic capabilities has emerged as an extension 

or another concept that emphasize on capabilities that can modify the resources to 

increase the firm’s strength to cope with changing environment. The resource based 

view theory of the firm (RBV)’s use in digital era for healthcare sector is even more 

scarce in the literature. There is a necessity for more focused studies regarding how 

dynamic capabilities link to other capabilities such as IT, marketing, and R&D. The 

empirical studies of dynamic capabilities focused most frequently on “dynamic” 

industries like technology firms, it would be valuable to conduct more studies in 

different context especially in traditional industries (Easterby‐Smith, M., Lyles, 

Peteraf, 2009). 

Limited research has studied and empirically tested the model of the resource 

based view theory of the firm (RBV) in the context of digital era. The resource based 

view theory of the firm (RBV)’s use in digital era for healthcare sector is even more 

scarce in the literature. This first gap in the literature has generated new call for 

research. Applying the resource based view theory of the firm (RBV) and exploring the 

mechanism or model of how the resource based view theory of the firm (RBV) can 

explain the sources of firm performance in digital era for private healthcare sector is an 

area of interest not only to academics but practitioners. 

Regarding antecedents of performance in digital era according to the resource 

based view theory of the firm (RBV), the variables are studied separately and mainly 

focused on their direct effects on performance. For example, Bharadwaj (2000) 

employs the resource-based view to develop the theoretical links and empirically 

examine the association between IT capability and business performance. Firms with 
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high IT capability tend to outperform a control sample of firms on a variety of profit 

and cost-based performance measures. Bharadwaj (2000) suggests that additional 

research is needed to identify the full chain of variables connecting IT capability to firm 

performance. Later, more researchers have studied the link between IT capabilities and 

performance. Tippins and Sohi (2003) found that IT capability affect organizational 

learning which in turn affects performance. Pavlou and El Sawy (2005) showed that IT 

capability affects dynamic capabilities which in turn affect performance. Tanriverdi 

(2005) proved that knowledge management capability mediates the relationship 

between IT capability and organizational performance. Nevertheless, these variables 

that link between IT capabilities are studied one at the time. The argument in this 

research is that all variables should be studied together to build a holistic framework. 

Another important antecedent of performance in digital era is leadership style. 

Digital business transformation is about leadership (Bowersox, 2005). Regarding the 

link between leadership style and performance, transformational leadership had a 

strong and significant influence on organizational learning which in turn affect 

organizational innovation and performance respectively (Aragon-Correa, J. A., 2005; 

Garcia-Morales et al., 2007). Noruzy et al. (2013) found that transformational 

leadership indirectly influenced organizational performance through organizational 

learning, knowledge management, and organizational innovation.  Akay and Demirel 

(2017) similarly discovered that transformational leadership was the key contributing 

factor for organizational learning and knowledge management which in turn influence 

organizational innovation. There are similarities in the means of how IT capabilities 

and leadership styles indirectly affect performance. Another argument is that IT 

capabilities and leadership styles could be integrated and studied together under the 

same mechanism or chains of variables how they indirectly affect performance in 

digital era.  

Since IT capabilities and leadership style are originally from different 

theoretical background, there is little empirical evidence on how the organization use 

IT capabilities together with leadership styles along with other organizational 

capabilities to drive performance in digital era. None have holistically done the 

structural modelling of these variables: IT capabilities, leadership styles, dynamic 

capabilities, organizational learning capabilities, knowledge management capabilities, 

organizational innovation capabilities and performance. 
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This study therefore focuses on these factors that may be the sources of 

performance in digital era under the resource based view theory of the firm (RBV). The 

mechanism or structural paths of how these factors interact or align is explored and 

confirmed. These factors are leadership styles (transformational leadership and 

transactional leadership), IT capabilities, dynamic capabilities, organizational learning 

capabilities, knowledge management capabilities, and organizational innovation 

capabilities. From the gaps in ther literature mentioned above, the research questions 

are addressed accordingly. 

1. What is the model of antecedents of performance according to the resource based 

view theory of the firm (RBV) in digital era for private healthcare sector? 

2. How do leadership styles (transformational leadership and transactional leadership) 

and IT capabilities indirectly enhance performance via the direct effects on dynamic 

capabilities, organizational learning capabilities, knowledge management capabilities, 

organizational innovation capabilities for private hospital business in digital era? 

3. Which leadership style (transformational leadership or transactional leadership) is 

relevant in the model of antecedents of performance according to the resource based 

view theory of the firm (RBV) in digital era for private healthcare sector? 

 

1.3 Objectives of the Study 

 

1.To develop the conceptual framework of the relationship between leadership styles, 

IT capabilities, dynamic capabilities, organizational learning capabilities, knowledge 

management capabilities, organizational innovation capabilities, and performance in 

digital era for private hospitals and clinics in Thailand.  

2. To investigate the indirect effects of IT capabilities and leadership styles on 

performance and the direct effects of IT capabilities and leadership styles on 

organizational learning capabilities, knowledge management capabilities which in turn 

affect organizational innovation capabilities. 

3. To examine both overall model fit according to research framework and the 

relationships among leadership styles (transformational leadership and transactional 

leadership), IT capabilities, organizational learning capabilities, knowledge 

management capabilities, organizational innovation capabilities and performance by 

using the structural equation modelling (SEM). 
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1.4 Scope of the Study 

 

 The proposed model for performance in digital era according to the resource 

based view theory of the firm (RBV) is most beneficial if it can be generalized. 

However, the practical research conducted has to be specific and narrow on the scope. 

There are limitations of factors such as time, location, particular industry, field, or 

theories. The scope of the study covers: 

 The resource based view theory of the firm (RBV) and dynamic capabilities 

approach are consolidated from different perspectives into a specific view which is 

in the context of digital era.  

 Theories and related literatures have indicated that variables such as leadership 

styles (transformational leadership and transactional leadership), IT capabilities, 

dynamic capabilities, organizational learning capabilities, knowledge management 

capabilities, and organizational innovation capabilities are significant antecedents 

of performance. 

 While the resource based view theory of the firm (RBV) and dynamic capabilities 

approach have been applied for strategic management in various industries. This 

study focused only in private sector hospitals and clinics.  

 The study consolidated and reviewed other relevant studies where most of the 

variables used have been studied from various perspectives. 

 Only two Leadership styles which are transformational leadership and transactional 

leadership (contingent reward) were studied.  

 Cross sectional data have been collected from Thailand 

 The proposed research model has been tested to verify the indirect effect of IT 

capabilities on performance in digital era for private hospitals and clinics. 

  

1.5 Contributions of the Study 

 

This study contributes to theoretical and practical usage of the resource-based view 

and dynamic capabilities approach in the domain of private healthcare service provider 

organizations in many aspects. 

First, this research is based on a theoretical background. The proposed and tested 

structural model of the research is based on the resource based view theory of the firm 
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(RBV). By testing the model of leadership styles , IT capabilities, and their indirect 

effects on performance in digital era according to the resource based view theory of the 

firm (RBV), it is expected that this research will shed light on Leadership-RBV 

literature in the context of digital era. 

Second, the indirect effects of IT capabilities and leadership styles on performance 

via four organizational capabilities : dynamic capabilities, organizational learning 

capabilities, knowledge management capabilities, and organizational innovation are 

first studied all together and holisticly in this research. 

The last but not least, healthcare is one of traditional industries that has little 

empirical evidence of the resource based view theory of the firm (RBV)’s application. 

This empirical evidence will contribute to the knowledge and advance the usage of the 

resource based view theory of the firm (RBV) to understand the mechanism how 

leadership styles and IT capabilities indirectly enhance performance in healthcare 

literature especially private hospitals and clinics group. 

 The results of this study are beneficial to both researchers and practitioners. 

For researchers, proposing and testing this model of leadership styles, IT capabilities, 

and their indirect effects on performance in digital era according to the resource based 

view theory of the firm (RBV) for healthcare sector in Thailand will generate a new 

call for research.  For practitioners (Thai hospitals and clinics that intend to achieve 

better performance on digital era), this research could help them decide which 

capabilities to build or focus on. With the understanding of the mechanism or the 

interactions between each capability, organizations can apply this model into their 

organization’s strategic management for performance in digital era. 

 

1.6 Study Framework 

 

Building on the background literature reviewed, Figure 1 illustrate the research 

model. The study proposed that leadership styles (transformational leadership and 

transactional leadership) and IT capability have indirect effect on firm performance 

through the mediating effect of dynamic capabilities, organizational learning 

capability, and knowledge management capability which in turn effect organizational 

innovation capabilities and firm performance respectively. 
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Figure 1 Study Framework 

 

1.7 Definition of Terms 

 

Information technology  

Information technology is technology used to acquire and process information 

in support of human purposes. It is typically instantiated as IT systems - complex 

organizations of hardware, software, procedures, data, and people, developed to address 

tasks faced by individuals and groups, typically within some organizational setting 

(March, 1995). 

 

Digital technology  

Digital technology is the combination of information technology (IT), 

connectivity, computing and communication (Bharadwaj, 2013). Significant digital 

technologies are categorized as mobile, internet of things, cloud computing, big data & 

analytics, robotics, automation, artificial intelligence, social media, and next-generation 

security.  

 

Digital Era  

The Digital Era is characterized by technology which increases the speed and 

breadth of knowledge turnover within the economy and society (Shepherd, 2004). 

 

Digital transformation  

The business transformation where technology plays a key role to improve 

performance (Gilchrist, 2016; Uhl & Alexander, 2014).  
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IT capability 

IT capabilities or IT competency is defined as how the firm use technologies to 

manage its information effectively. While IT is the generic terms used to refer to 

computer, telecommunications, programs, etc (Tippins and Sohi, 2003). 

 

Leadership  

Rost (1993) defined leadership as “an influence relationship among leaders and 

collaborators who intend significant changes that reflect their mutual purposes”. 

 

Transformational leadership 

Transformational leadership is defined as a leadership approach that causes 

change in individuals and social systems. In its ideal form, it creates valuable and 

positive change in the followers with the end goal of developing followers into leaders. 

 

Transactional leadership 

Transactional Leadership, also known as managerial leadership, focuses on the 

role of supervision, organization, and group performance; transactional leadership is a 

style of leadership in which the leader promotes compliance of his followers through 

both rewards and punishments  

 

Dynamic capabilities 

Dynamic capabilities are defined as the firm’s ability to integrate, build, and 

reconfigure external and internal competences to cope with dynamic market or rapidly 

changing environment (Teece et al. ,1997). 

 

Organizational learning capabilities 

Dibella (1996) defined organization learning as the capability or process within 

an organization to maintain or improve performance based on experience. 

Organizational learning consisted of knowledge acquisition, knowledge sharing, and 

knowledge utilization. 

 

Knowledge management capabilities 

Bose (2003) defined knowledge management as a business concept, which 

includes concerted, coordinated, and deliberate efforts to manage the organization's 
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knowledge through the processes of creating, structuring, disseminating and applying 

it to enhance organizational performance and create value. 

 

Organizational innovation capabilities 

Innovation capabilities is defined as “the potential to generate new ideas, 

identify new market opportunities and implement marketable innovations by leveraging 

on existing resources and capabilities” (Hii and Neely, 2000, p. 5). 

 

Performance 

Firm performance is a measure of how well a firm is able to meet its goals and 

objectives compared with its primary competitors (Cao & Zhang 2011). 
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CHAPTER 2: 

Literature Review 

 

Introduction 

 

This review of extant literature is intended to explore the theoretical foundation 

of performance studies in digital era including mainly the resource based view theory 

of the firm (RBV), dynamic capabilities approach (DC), and leadership styles. The 

principle of digital era and digital transformation are also discussed. This study 

consolidate on the antecedents of performance in digital era that have complex 

interactions between each other. Leadership theories and styles are reviewed but 

focused on the two most recognized leadership styles which are transformational 

leadership and transactional leadership. IT capabilities and other organizational 

capabilities that are antecedents of performance are reviewed. Other organizational 

capabilities include dynamic capabilities, organizational learning capabilities, 

knowledge management capabilities, and organizational innovation capabilities. 

The purpose of this chapter are to : 

 Review relevant theories, their evolution, and rational arguments. 

 Review relevant literature related to the antecedents of performance in digital era. 

 Consolidate literature and empirical studies that proved the relationships between 

the antecedents of performance in digital era. 

 Discuss how the literature converge or diverge and possible extension of the 

theory or empirical findings. 

 

2.1 Digital Era and Digital Transformation 

 

 2.1.1 Digital Era  

 

The Digital Era is characterized by technology which increase the speed and 

breadth of knowledge turnover within the economy and society (Shepherd, 2004). It is 

driven by intense socio-economic transformation on a scale similar to that of the 

Industrial Revolution (Drucker, 2002) The era is ever more associated with information 

and communication technology (ICT), the functionality of which is increasingly able 
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to mobilize knowledge, at faster speeds, and in ways. There is no boundaries and the 

world become connected with a few clicks away. The Digital Era has transformed the 

way many people live and work by creating a society and economy that is ever more 

attuned to knowledge, whether that knowledge is a fact or fraud, or indeed any 

combination in between. The structure of the era is all about people, more obvious in 

developed countries, increasingly belong to social and economic communities, 

geographic or virtual, which are both more dynamic and complex than in the past 

(Shepherd, 2004). 

The fast changing digital economy is changing definitions of value, and is 

redefining the means of its creation. Digital Era require a revolution in thought, outlook, 

and practice. In the new economy of imagination, insight, and innovation, new business 

models are required to provide new perspectives and new means of value creation. The 

core capabilities essential to sustained value creation in the digital economy are 

different in many ways from those we are accustomed to. Companies need to consider 

how to fit their capabilities with the coherent pattern and architecture. They need to 

anticipate how capabilities evolve over time as the basis of sustained competitive 

advantage (Chattel, 2016). 

The principle of digital era or digital economy was described in Chattel (2016)’s 

article “Creating value in the digital era: Achieving success through insight, 

imagination and innovation”. The creation of distinctive value happen when the 

customers are enabled to uncover and realize their ideas and the new possibilities. 

Digital era will enable people to pursue the impossible, ahead of time, and ahead of 

competition. Key elements of the principles of the digital era are putting the human 

center stage, increasing effective intelligence, growing human capital, the pursuit of 

exciting purposes, and becoming a living lab of the future. Figure 2 shows the key 

elements of principles of digital era. Putting the human center stage is about putting 

them ahead in time, changing the ground rules, and leveraging the vital resources. 

Increasing effective intelligence is regarding learning from the customer encounters. 

changing perceptions of what is possible, providing the power to make a difference.  

Growing human capital is about engaging in meaningful challenges, fueling the 

learning process, encouraging leadership and creative destruction. The pursuit of 

exciting purposes is to uncover the valuable outcome, fuel the imagination, and amplify 

the ability to innovate. Becoming a living lab of the future is about turning companies 



17 
 

into vehicles of discovery, rewarding the meaningful difference, and creating the 

foundations of excellence. 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2 Principles of the Digital Era 

 

2.1.2 Digital transformation 

 

Reis et al, 2018 defined digital transformation as the use of new digital 

technologies that enable major improvement for both business and customer side. The 

different definitions of digital transformation categorized into 3 elements: 1) 

Technological – bases on the use of new technologies such as social media, big data, 

analytics, etc. 2) Organizational – a change of organizational processes or business 

model 3) Social – consumer experience and influence in all aspects of human life (Reis 

et al, 2018). Gruman (2016) also defined digital transformation as the application of 

digital technology that fundamentally impact all aspects of business and society. Digital 

transformation and Digitalization are similar terms that are used interchangeably. 

Digital transformation is implemented through digitization which is defined as the 

ability to turn existing tangible products or services into digital variants and create 

advantages (Gassmann et al, 2014). Solis, 2014 has discussed that the definition of 

digital transformation is evolving and is currently understood as the investment in and 

development of new technologies, mindset, and business and operational models to 
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improve competitive advantage, work, and deliver new value propositions for both the 

customers and employees. 

Table 1 Compilation of definitions of digital transformation 

 

 

Authors Definition 

Liu et.al. (2011) The integration of digital technologies into business 

processes 

Bharadwaj et.al. (2013) An organizational strategy formulated and executed by 

leveraging digital resources to create differential value 

Fitzgerald et.al. (2013) The use of digital technologies to enable major business 

improvements 

Lucas et.al (2013) Fundamentally altering traditional ways of doing 

business by redefining business capabilities, processes 

and relationships 

Mithas et.al. (2013) The extent to which an organization engages in any 

activity of IT 

Westerman et.al (2014) The use of technology to radically improve performance 

or reach of enterprises 

Henriette et.al. (2015) A business model driven by the changes associated with 

the application of digital technology in all aspects of 

human society 

Piccinini et.al. (2015) Characterized by the use of new digital technologies to 

enable significant business improvements 

Schuchmann & Seufert 

(2015) 

Realignment of technology and new business models to 

more effectively engage digital customers at every touch 

point in the in the customer experience life cycle 

Chanias & Hess (2016) Reflect the pervasiveness of changes induced by digital 

technologies throughout an organization 

Hess et.al. (2016) Concerned with the changes digital technologies can 

bring about in a company’s business model, which result 

in changed products or organizational structures or in the 

automation of processes 
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Li (2017) has distinguished digital transformation from automation that 

automation is the use of digital technology to automate and enhance organization’s 

activities and processes without replacing the traditional ways of doing business while 

digital transformation is the use of digital technology to enable new ways of conducting 

business to replace traditional ones. Resego (2017) have conducted a systematic 

literature review on the conceptualization of digital transformation in business 

organizations and compile different definitions of digital transformation as shown in 

table 1. In Resego (2017)’s paper, the definition of digital transformation as “an 

evolutionary process that leverages digital capabilities and technologies to enable 

business models, operational processes and customer experience to create value” was 

proposed.  

Matt (2015) proposed Digital Transformation Framework (DTF) which 

explained the components of digital transformation strategies. The elements of digital 

transformation strategies were categorized into four dimensions: use of technologies, 

changes in value creation, structural changes, and financial aspects. The first dimension 

is the use of technologies which is about the firm’s attitude towards new technologies 

and the abilities to exploit the technologies. The second dimension is changes in value 

creation which concern the impact of digital transformation strategies on the firm’s 

value chain. The third dimension is structural changes which refer to the new setup of 

the organization to provide foundation for new operations. For example, the placement 

of new digital activities within the corporate structures. The last dimension is financial 

aspect which is the ability of the firm to fund digital transformation initiatives. 

Digital transformation is not only about acquiring and deploying new 

technologies but is also about managerial matters such as installing proper combination 

of organizational capabilities, human resources, decisions, and business process 

redesign. To outlast in digital era, organizations need to cultivate new organizational 

capabilities and preserve innovation practice to compete in new and changing 

environment (Li et al., 2017). The digital transformation has become a critical 

management issue and requires new ways of managerial thinking (Horlacher, 2016). 

Teece (2018) argued that the world is undergoing digital revolution when all contents 

and technologies are changing from physical to digital means.  

Digital maturity concept is emerging as the concept to measure how much the 

organization is digitally transformed. Maturity is defined as a learned ability to respond 

to the environment in an appropriate manner. Digital maturity is thus the continuous 
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adaptation of an organization to compete effectively in an increasing digital 

environment. In digitally maturing organizations, digital technology is not only an ad 

hoc to existing process and practice but is rather a tool to reshape business model. 

(Kane, 2017). 

Digital transformation initiatives implementation does not necessary correlate 

with improved performance outcomes, but digital maturity does. Industrial reports have 

found that digitally maturing companies perform better than less digitally matured 

companies. Some studies have demonstrated that some digital transformation initiatives 

have not impacted company’s market value despite the investment made (Westerman 

et al., 2018).  

An organization with digital business maturity is an organization transformed 

by digital technology and capabilities that improve processes, engage talent across 

organizations, and create new and value-generating business models (Kane, 2015). 

Solis 2017 proposed a digital-maturity blueprint consisting of 6 stages : 

Business as usual, present and active, formalized, strategic, converged, and innovative 

and adaptive. 

Stage 1 Business as usual : Organizations operate the same way or same business model 

and expecting that it would align with digital trend.  

Stage 2 present and active : focal digital experimentations are done throughout the 

organizations aiming to improve and amplify the creativity, processes, and specific 

touchpoints. 

Stage 3 formalized : Digital initiatives become more serious and looked over by the 

executives regarding the support of new resources and technology. 

Stage 4  strategic : Individual groups are collaborating and share insights to contribute 

to new strategic roadmap for digital transformation investment, ownership, and efforts. 

Stage 5 converged : A dedicated digital transformation team is formed to guide business 

strategy and operations to meet the business and customer-centric goal. Business 

process, models, roles, and systems are reshaped to support the transformation. 

Stage 6 innovative and adaptive : Digital transformation become permanent and 

continuous. A new ecosystem to support digital transformation is established. 

Innovation and agility become way of doing business and adaptation to the changing 

digital environment. 
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Issa (2018) have adopted a framework based on the concepts of capability maturity 

model by Nolan. Four maturity levels of digital transformation or industry 4.0 have 

been defined: 

Level 1-No industry 4.0 or only “ad-hoc” 

There are no visions, responsible people, processes, and supporting systems for digital 

transformation or industry 4.0 

Level 2 -Departmental level (isolated silos) 

There are no global visions to drive the change throughout the organizations. Digital 

transformation is handled on a departmental level most frequently by IT department.  

Level 3-Organizational level (cross-departmental) 

All departments in the organizations are involved in defining the vision and formulating 

the digital strategy by integrative approach. 

Level 4 –Inter-organization level (cross value chain/supply chain partners) 

Value chains and supply chain partners are taken into account in defining digital 

transformation vision and strategy. The processes extend beyond the organization 

borders to collaborations with partners. 

Kane (2016) categorized organization’s digital maturity level into 3 groups 

namely Early, Developing, and Maturing. Respondents were asked to imagine an ideal 

organization transformed by digital technologies and capabilities that improve 

processes, engage talent across the organization, and drive new value generating 

business models. Respondents were asked to rate their companies against the ideal scale 

of 1-10 and 3 groups were distinguished : Early (1-3), Developing (4-6), Maturing (7-

10). 

Mckinsey has developed a metric for digital maturity called Mckinsey Digital 

Quotient from conducting an in-depth diagnostic survey of 150 companies around the 

world. Digital quotient address that there are 4 elements to look at namely digital 

strategy, digital capability, culture, and organization and talent (Catlin, 2015) 

1. Digital strategy  

The starting point of success is having a clear and coherent digital strategy that deeply 

aligned and integrated with corporate strategy.  

2. Digital capability 

The success of digital transformation initiatives also depend on the ability to invest in 

right digital capabilities of the organization that are well aligned with the strategy. Data-

empowering decision making is one of the skills that help companies keep pace with 
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their customers as digital technology changed the way they research and consider 

products and services. 

3. Culture 

Agile culture can be made by adding velocity, flexibility, external orientation, appetite 

for risk, and the ability to learn to the traditional culture. External orientation is the 

collaboration outside the organizations from small scales such as with customers and 

suppliers, and more broadly orchestrated ecosystem. 

4. Organization 

Companies need to align their organizational structures, talent development, KPIs, and 

funding mechanism with digital strategy. Digital leaders and top management are 

important but mid-level talent who will lead the projects of  digital transformation 

initiatives are indispensable. Companies can nurture talent within the organizations by 

training or attracting with incentives and clear career path. Key performance index are 

monitored real time in leading digital companies. Organization structures can be 

changed over time as companies evolve. Chief digital officer and digital councils are 

examples of structural changes that many leading companies like L’Oreal, TD bank 

and Burburry have done. 

Zomer (2018) and Cambridge service alliance have published a working paper 

about relevant dimensions of successful transformation initiatives. The results show 

that strategy, culture, and structure are characteristics that distinguish companies that 

have positive performance outcomes and can be considered as digital maturing 

companies. MIT center for Digital Business and Capgemini Consulting developed a 

digital maturity model to show how different companies are reacting to technological 

opportunity. Four levels of digital maturity are identified based on digital intensity and 

transformation management intensity. Digital intensity is the level of investment in 

technology enabled initiatives to change how companies operates. Transformation 

management intensity is the level of investment in leadership capabilities needed to 

create organizational digital transformation (Westerman et al., 2012) 

1. Beginners : The companies that are not yet aware of the opportunity or started small 

investment without effective transformation management. Some might have mature 

usage in applications such as electronic commerce or ERP but does not have advanced 

digital capabilities. 
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2. Fashionistas : The companies that are mature in digital experimentations and efforts 

but does not have the right vision, and strategy. As a result, the efforts are not 

synergized with other items and unable to maximize business benefits. 

3.Conservatives : The companies that are good at visions, governance, corporate 

cultures, and careful approach investment but does not value new technology trend 

which cause them to miss the opportunities. 

4.Digirati : The companies that are able to combine a transformative vision and careful 

governance with sufficient investment in new technologies. These companies 

understand how to drive value and create competitive advantage from digital 

transformation. 

Berghaus & Back (2016) developed digital maturity model consisting of 9 

dimensions which are 1)customer experience 2)product innovation 3)strategy 

4)organization 5)process digitization 6)collaboration 7)information technology 

8)culture & expertise 9)transformation management. Five maturity stages were 

identified as the following. 

Stage1- Promote & Support 

Stage2- Create & Build 

Stage3- Commit to transform 

Stage4- User-centered & elaborated processes 

Stage5- Data-driven enterprise  

Companies that are digitally mature at both dimensions digital intensity and 

management intensity have the highest performance compared to less mature firms. 

Companies that are mature on digital intensity dimension and management intensity 

dimension tend to be more revenue generating through existing assets and more 

profitable respectively (Westerman et al., 2012).    

Matt (2015) argued that digital transformation strategy is a wide concept and 

cut across various other strategies. Complex coordination efforts are needed to address 

its management perspective. Digital Transformation may be a fashionable concept that 

can have different strategies for each domain and business activity. It has not a single 

prescription, but actually it is still in its understanding and comprehension phase – as 

the case for older ideas that are in evolution and still need to mature as the case for the 

networked organizations (Accenture, 2015). 
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2.2 The resource-based view theory of the firm (RBV) 

 

In strategic management area, the resource based view theory of the firm (RBV) 

has been accepted as one of the most dominant theoretical perspectives (Newbert, 

2007). Before the formalization and the wide spread use of the resource based view 

theory of the firm (RBV), there were many scholars who studied this concept. Penrose 

(1959) first argued about the firm’s “collection of productive resources”. These 

resources may provide competitive advantage to the firm only if they are exploited to 

make valuable products or services for the firm. The means in which the resources are 

employed are critical for the firm’s growth both internally and externally. Rubin (1973) 

mentioned about resources bundles that instead of possessing resources, “firm must 

process raw resources to make them useful”. Wernerfelt (1984) proposed that 

recognizing and obtaining the resources that can help develop desired product can 

increase the performance of the firm.  

The first formalization of the comprehensive resource based view theory of the 

firm (RBV) framework is “Firm resources and sustained competitive advantage” by 

Barney (1991). The hypothesis was that the firm’s resources and capabilities are 

heterogeneous distributed and imperfectly mobile. The resource based view theory of 

the firm (RBV) assumes that the firm can create long term sustainable competitive 

advantage by leveraging their internal resources which are heterogeneous, rare, non-

substitutable, and inimitable to implement value-creating strategy that cannot be easily 

duplicated by competing firms (Barney, 1991). According to Barney (1991); Peteraf 

(1993); Wernerfelt (1984) , not all resources are strategic resources. A resource must 

fulfill VRIN criteria in order to provide competitive advantage:  

1)Valuable (V) : A resource that enhance or add strategic value to the firm by helping 

the firm to exploit market opportunities or reduce market threats 

2)Rare (R) : A resource that is difficult to find or possess among the existing and 

potential competitors of the firm.  

3)Imperfect imitability (I) : A resource or capability that are not easily imitated or 

acquired 

4)Non-substitutability (N) : A resource that cannot be substituted by another alternative 

resource 

According to Barney (1991), resource based view theory have key concepts 

including firm resources, competitive advantage, and sustained competitive advantage. 
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The static nature of Barney’s (1991) resource based view theory of the firm (RBV) over 

time is one of the primary critiques. The resource-based view of the firm (RBV) theory 

has been used for understanding how company can achieve and sustain competitive 

advantage over time. The resource based view theory of the firm (RBV) assumes that 

the firm can create long term sustainable competitive advantage by leveraging their 

resources which are heterogeneous, rare, non-substitutable, and inimitable to 

implement value-creating strategy that cannot be easily duplicated by competing firms. 

Mahoney and Pandain (1992) argued that “a firm may achieve rents not because it has 

better resources, but rather the firm’s distinctive competences involves making better 

use of its resources”. Peteraf (1993) also discussed that the firm will be able to obtain 

competitive advantage when the resources are properly managed. Winter (1995) argued 

that the firm’s resources by themselves are important but inadequate to create 

competitive advantage. He suggested that firms need to have and be able to reproduce 

routine processes for deploying and organizing the resources. 

Teece (1997) proposed dynamic capability which is defined as “the firm’s 

ability to integrate, build, and reconfigure internal and external competences to address 

rapidly changing environments”. Dynamic capabilities framework help to describe how 

resources and capabilities are developed, deployed, and maintained. Eisenhardt and 

Martin (2000) similarly debate that the resources alone are not real value to the firm. 

With dynamic capabilities, latent value can be created. They outlined dynamic 

capabilities as “the organization and strategic routines by which firms achieve new 

resources configurations as market emerge, collide, split, evolve, and die”. 

Resources may include physical, human, and organizational assets such as equipment, 

skills, expertise, sales forces, competencies, and capabilities that are fundamental to the 

firm’s competitive advantage (Eisenhardt & Martin, 2000; Barney, 1991;  Nelson, 

1991; Penrose, 1959; Peteraf, 1993; Prahalad & Hamel, 1990; Schumpeter, 1934; 

Teece, Pisano, and Shuen, 1997; Wenerfelt, 1984).  

Resources generally refer to inputs into organizational processes. Firm 

resources comprise of all assets, capabilities, firm attribute, organizational processes, 

knowledge, information, etc. These resources enable the company to implement the 

strategy to achieve effectiveness and efficiency (Barney, 1991; Daft, 1983). Amit & 

Schoemaker (1993) defined resources as “stocks of available factors that are owned or 

controlled by the firm”. Resources are altered into products or services by using other 
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assets and mechanism such as technology, management information system, incentive 

system, etc.  

Resources of the firm can be classified into three categories : physical capital 

resources, human capital resources, and organizational capital resources (Williamson, 

1975; Becker, 1964; Tomer, 1987). Physical capital resources are tangible assets 

including the firm’s plant and equipment, access to raw materials, physical technology, 

and geographical location. Human capital resources is the intangible asset from 

individual managers and workers that has economic value such as insights, training, 

experience, judgement, intelligence, relationships, etc. Organizational capital resources 

are another intangible asset of the firm that include formal and informal planning, 

structures, controlling, and coordinating systems, etc.  

Some researchers categorized firm resources as tangible and intangible (Itami 

and Roehl, 1987; Hall, 1992). Madhani (2009) has adapted the concepts from both 

Barney (1991) and Hall (1992) to create an integrated classification as presented in 

table 2 

 

Table 2 Types of Resources and Capabilities 

Tangible resources 

and capabilities 

Examples 

Financial - Ability to generate internal funds 

- Ability to raise external capital 

Physical - Location of plants, machines, offices, and their 

geographic locations 

- Access to raw materials and distribution channels 

Technological - Possession of patents, trademarks, copyrights, and trade 

secrets 

Organizational - Formal planning, command, and control systems 

- Integrated management information systems 

Intangible resources 

and capabilities 

Examples 

Human - Managerial talents 

- Organizational culture 

Innovation - Research and development (R & D)  capabilities to 

innovate new product, process and services 
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- Capacities for organizational innovation and change 

Reputational - Perceptions of product quality, durability, and reliability 

among customers 

- Successful product branding and positioning with 

satisfied and loyal customer base 

- Reputation as a good employer 

- Reputation as a socially responsible corporate citizen 

 

(Sources: Madhani (2009) Adapted from (1) J. Barney, 1991, Firm resources and 

sustained competitive advantage, Journal of Management, 17: 101; (2) R. Hall, 1992, 

The strategic analysis of intangible resources, Strategic Management Journal, 13: 135-

144.) 

Amit & Schoemaker (1993) defined capabilities as “a firm’s capacity to deploy 

resources, usually in combination, using organizational processes, to effect a desired 

end”. Capabilities could be either tangible or intangible processes that are firm specific 

and developed over time through complex interaction among the resources. Capabilities 

are developed by exchanging information through human resources. Capabilities could 

be in functional level such as marketing or corporate level such as product development, 

market responsiveness, product innovation, etc. Corporate level capabilities are 

developed by combining physical, human, and technological resources at corporate 

level. The set of resources and capabilities that are scare, difficult to imitate, 

appropriable, and specialized are considered “Strategic Asset” of the firm according to 

resource based view of the firm (RBV).   

There are prior works on resource based view summarized by Madhani (2009) 

which was adopted from Olavarrieta & Ellinger (1997) and Mahoney (2004) as shown 

in Table 3. 

 

Table 3 Prior work on the resource based view theory of the firm (RBV) 

Authors (year) Major Contribution 

Penrose (1959) Emphasizes the internal resources of a firm. A firm s 

’growth is based on a firm s ’resources and limited by 

managerial resources 

Andrews (1971) Emphases management of internal resources 
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Authors (year) Major Contribution 

Lippman and 

Rumelt (1982) 

Sustained competitive advantage results from rich 

connections between uniqueness and causal ambiguity 

Wernerfelt (1984) Firms as bundles of resources 

Rumelt (1984) Strategic theory of the firm based on the idea of firms as 

resource bundles 

Barney (1986) Characteristics of the factors market determine possibilities 

for a firm to earn rents 

Rumelt (1987) Firms as rent-seekers. The importance of isolating 

mechanisms to earn rents 

Rumelt (1987), 

Dierickx and Cool 

(1989) 

Summary article on imitability barriers (e.g., causal 

ambiguity and isolating mechanisms like asset 

interconnectedness, asset stock efficiencies, etc.) that 

impede (or make very costly) imitation from other 

competitors 

Day and Wensley 

(1988), Aaker 

(1989), Grant 

(1991), Wernerfelt 

(1989) 

Strategic formulation models that have firm resources as the 

central concept and as the sources of sustainable 

competitive advantage 

Prahalad and Hamel 

(1990) 

Core-competencies as the drivers of corporate strategy and 

diversification.  

Business should exploit and leverage core competencies. 

Corporations should diversify in related businesses which 

can make use and enhance the core competences of the 

organization 

Hansen and 

Wernerfelt (1989), 

Rumelt (1991) 

Empirical studies that support the hypothesis that firm-

specific resources or organizational factors are more 

important than industry variables for explaining firm 

superior performance 

Barney (1991) Key strategic resources can be sources of strategic 

competitive advantage if they are scarce, difficult to imitate, 

non-substitutable, and valuable 
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Authors (year) Major Contribution 

Conner (1991) Comparison of the resource based theory of the firm with 

other strategic approaches derived from economics. 

Clarification of assumptions of the resource based theory 

and its implication for rent earning strategies 

Peteraf (1993) An integrative resource based framework for strategic 

competitive advantage. Proposes that firms obtain superior 

performance, by earning rents from scarce and efficient 

resources and/or form market power in the product markets 

Day (1994) Capabilities framework of strategic competitive advantage. 

Distinguishes between outside-in, spanning and inside-out 

capabilities 

Collis and 

Montgomery (1995) 

Managerially-oriented review of the resource based view 

theory of the firm (RBV) 

Grant (1996) Knowledge based view develops considering knowledge as 

the key or strategic asset of firms 

Teece, Pisano, and 

Shuen (1997) 

Dynamic capabilities as sources of competitive advantage 

 

(Source: Madhani (2009) Adapted from Olavarrieta & Ellinger, 1997; Mahoney, 2004) 

 

According to Newbert (2007), the resource based view theory of the firm (RBV) 

can be categorized into four types of theoretical approaches from empirical studies: 

resource heterogeneity approach, organizing approach, conceptual-level approach, and 

dynamic capabilities approach. The resource heterogeneity approach explain that firm’s 

resources or capabilities that are valuable, rare, inimitable, and non-substitutable are 

required as the source of competitive advantage and performance. The organizing 

approach explicate firm-level condition in which the firm can implement capabilities 

and exploit resources. The conceptual-level approach is to investigate if resources’ 

attribute (VRIO) can explain the effect on performance. The dynamic capabilities 

approach is about how resources interact with dynamic capabilities to influence 

performance. Among these approaches, the resource heterogeneity approach is the most 

widely used but not strongest supported by empirical tests. The organizing approach is 
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the second most commonly used followed by the conceptual-level approach as the third 

most commonly used. Dynamic capabilities approach was the least used probably due 

to its infancy. The paper that use dynamic capabilities approach analyze the impact of 

a firm’s IT infrastructure as a resource, e-commerce capability as a capability, and their 

relationships to performance.  

 

The resource based view theory of the firm (RBV) in healthcare 

 

Burton (2014) proposed the role of the resource based view theory of the firm 

(RBV) as the theoretical approach on healthcare management especially in the aspect 

of quality improvement. The resource based view theory of the firm (RBV) may be 

applied to assess which resource are necessary for the success of healthcare 

management. There are difficulties in considering the improvement of  capabilities in 

healthcare setting due to unique and networked healthcare system and policy. However 

with the resource based view theory of the firm (RBV), healthcare organizations can 

obtain  sustained benefits from capabilities like integrating, learning, re-engineering of 

their resources to make change and maintain performance over time. The resource 

based view theory of the firm (RBV) has been mainly used in commercial sector usually 

in terms of financial performance, and market share compare to competitors in the same 

industry. In healthcare, there are other issues such as quality improvement, patient 

safety, reputation, etc. Applying the resource based view theory of the firm (RBV) to 

the evaluation of quality improvement in healthcare setting concentrate on the 

management of resources that are needed for the success.   

Ferlie (2014) complemented that the resource based view theory of the firm 

(RBV) seems to be diffused into healthcare organization as a promising theory for 

healthcare management. The resource based view theory of the firm (RBV)’s use in 

healthcare management that are empirically tested is limited. The resource based view 

theory of the firm (RBV) can provide a useful framework for assessing how 

organizational capabilities that include learning, collaborating, and changing can 

support the implementation of quality improvement efforts. Nevertheless, the concepts 

of the resource based view theory of the firm (RBV) needs to be customized or 

operationalized in healthcare context.  

Kash (2014) mentioned about the relevance of the resource based view theory 

of the firm (RBV) in healthcare resource deployment for strategic implementation. In 
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healthcare management planning, the resource based view theory of the firm (RBV) is 

not well tested or empirically studied. The resource based view theory of the firm 

(RBV) is increasingly being applied to healthcare settings such as comparing the 

resources and resource deployment capabilities during specialty surgeries (Huesch, 

2013).  

 

2.3 Dynamic capabilities approach 

 

Dynamic capabilities are defined as the firm’s ability to integrate, build, and 

reconfigure external and internal competences to cope with dynamic market or rapidly 

changing environment (Teece et al. ,1997). Dynamic capabilities are a group of 

identifiable and specific processes, paths, and positions. These include 

integration/coordination, structural assets, reconfiguration and transformation, path 

deficiency, product development, strategic decision making, alliancing, knowledge 

creation, etc. (Eisenhardt & Martin, 2000).  

Several definitions of dynamic capabilities exist in the literature. The most cited 

and influential study on dynamic capabilities is Teece (1997) which has defined the 

commonly used term of dynamic capabilities (Albort-Morant, 2018). The researcher 

adopted the definition review of dynamic capabilities from Albort-Morant (2018) by 

adding the definitions from Peteraf and Tsoukas (2017) and Teece (2018) as shown in 

Table 4. 

 

Table 4 Definitions of dynamic capabilities. 

Author Definition 

Teece and Pisano (1994, P. 537) Timely responsiveness and rapid and flexible product, 

along with the management capability to effectively 

coordinate and redeploy internal and external 

competences. 

Teece et al. (1997, P. 516) The firm’s ability to integrate, build, and reconfigure 

internal and external competences to address rapidly 

changing environments. 

Eisenhardt and Martin (2000, P. 

1006) 

The firm’s processes that use resources-specifically the 

processes to integrate, reconfigure, gain, and release 
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Author Definition 

resources-to match and even create market change; 

dynamic capabilities thus are the organizational and 

strategic routines by which firms achieve new resource 

configurations as markets as markets emerge, collide, 

split, evolve and die. 

Teece (2000, p.36) The ability to sense and then seize opportunities quickly 

and proficiently. 

Griffith and Harvey (2001, p. 597) Dynamic Capabilities is a combination of resources that 

are difficult-to-imitate, including effective coordination 

of inter-organizational relationships, on a global basis 

that can provide a firm competitive advantage. 

Zollo and Winter (2002, p. 340) A dynamic capability is a learned and stable pattern of 

collective activity through which the organization 

systematically generates and modifies its operating 

routines in pursuit of improved effectiveness. 

Lee, Lee, and Rho (2002, p. 734) Dynamic capabilities are conceived as a source of 

sustainable advantage in Schumpeterian regimes of 

rapid change. 

Adner and Helfat (2003, p. 1012) The capabilities with which managers build, integrate, 

and reconfigure organizational resources and 

competences. 

Helfat and Peteraf (2003, p. 999) Dynamic capabilities do not directly affect output for 

the firm in which they reside, but indirectly contribute 

to the output of the firm through an impact in 

operational capabilities 

Winter (2003, p. 991) Those (capabilities) that operate to extend, modify, or 

create ordinary capabilities. 

Zahra et al. (2006, p. 918) The abilities to reconfigure a firm’s resources and 

routines in the manner envisioned and deemed 

appropriate by its principal decision-maker(s). 

Helfat et al. (2009, p.4) The ability to perform a task in least minimally 

acceptable manner. 
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Author Definition 

Teece (2007, p. 1319) Dynamic capabilities can be disaggregated in the 

capacity (a) to sense and shape opportunities and 

threats, (b) to seize opportunities, and (c) to maintain 

competitiveness through enhancing, combining, 

protecting, and, when necessary, reconfiguring the 

business enterprise’s intangible and tangible assets. 

Pavlou and El Sawy (2011, p. 239) Dynamic capabilities have been proposed as a means 

for addressing turbulent environments by helping 

managers extend, modify, and reconfigure existing 

operational capabilities into newness that better match 

the environment. 

Helfat and Martin (2015, p. 1) 

 

 

Peteraf and Tsoukas (2017, p. 24) 

 

Teece (2018, p. 43) 

The capabilities with which managers create, extend, 

and modify the ways in which firms make a living-helps 

to explain the relationship between the quality of 

managerial decisions, strategic change, and 

organizational performance. 

The routine, creative, and change-oriented capabilities 

of the organizations to perform by altering their 

resource base in dynamic environment.  

Sensing, seizing, and transforming abilities that enable 

the firm to transform organization capabilities and the 

capabilities of partners into performance or profit. 

 

   

Dynamic capabilities approach are not yet a theory but has rooted from the 

resource-based theory of the firm (Helfat and Peteraf, 2009). Eisenhardt & Martin 

(2000) argue that the resource based view theory of the firm (RBV) itself does not 

answer for sustained competitive advantage in changing or dynamic markets. 

Competitive advantage gained in dynamic market may be based on capabilities or 

resources that are homogenous and substitutable. Dynamic capabilities can be used to 

drive short-term competitive advantages and also be used to enhance long-term 

competitive advantage of the resource based view theory of the firm (RBV) in high-

velocity or dynamic market (Teece, 1997; Eisenhardt & Martin, 2000; D’Aveni, 1994). 
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Teece (2007,2014) viewed dynamic capabilities as 3 capacities: 

1.Sensing: identification, development, co-development and assessment of 

technological opportunities in relationship with customer needs 

2.Seizing: immobilization of resources to address needs and opportunities identified by 

sensing actions and to capture value from those actions 

3.Transforming: continued renewal involving asset alignment, co-alignment, 

realignment, and redeployment 

By a number of researchers, dynamic capabilities are thought to be different 

from ordinary capabilities. Teece (1997) perceived dynamic capabilities as higher order 

capability since its definition was about the ability to integrate, build, and reconfigure 

resources and competences. Later, Teece (2014) have mentioned that dynamic 

capabilities are different from ordinary capabilities but can involve a combination of 

entrepreneurial leadership and organizational routines. Eisenhardt & Martin (2000) 

argued that most of the dynamic capabilities such as product development and alliance 

formation may be thought of as ordinary capabilities or lower level competences. 

Dynamic capabilities generally are at organization level and hence may be the special 

form of organizational capabilities involving change. (Peteraf and Tsoukas, 2017).  

Ordinary organizational capabilities are the abilities of the firm to perform task and 

activities in a routine and repeatable manner. Types of organizational capabilities may 

vary with the context, e.g. manufacturing capability (Macher and Mowery, 2009), 

customer service capability (Ethiraj et al, 2005), Research and development capability 

(Dutta et al, 2005), marketing capability (Vorhies, Morgan, and Autry, 2010), etc. 

Ambrosini, Bowman and Collier (2009) proposed three levels of dynamic 

capabilities: incremental dynamic capabilities, renewal dynamic capabilities, and 

regenerative dynamic capabilities as shown in figure 3. Incremental dynamic 

capabilities is thought of as the routine and continuous improvement of resource base 

in firms with stable conditions. Renewal dynamic capabilities are the abilities to adapt 

and change the resource base in dynamic environment. This level is most frequently in 

dynamic capability literature. Regenerative dynamic capabilities are the capabilities 

that alter the existing dynamic capabilities and result in changing the way the firm 

change its resource base. 

Ashrafi (2006) highlighted that “the building of dynamic capabilities is only 

possible if the firm has the ability to sense and response to the dynamic of the 

environment”. 
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Figure 3 The three levels of dynamic capabilities 

 

How dynamic capabilities developed through past performances may be 

context-specific. The exploration of processes through which dynamic capabilities 

enacted in specific context can be done by empirical researches (Peteraf and Tsoukas, 

2017). 

Teece (2018) extended the view of Dynamic capabilities approach for platform 

leaders or firms at the center of platform-based ecosystems. He proposed Profiting from 

innovation framework (PFI) arguing that dynamic capabilities can enable organizations 

to create value from innovation by building ecosystems and new business models.  

To be successful with technology and digital transformation, organizations 

should expand their focus from solely IT to organizational capabilities. The concept of 

capabilities- based approach of management for value creation opposed to process-

based approach is becoming more widely accepted. In order to be successful in digital 

transformation, organizations need to develop wide range of organizational capabilities 

depending on the situation and context. These particular capabilities might include 

digital business leadership, digital business strategy, digital innovation, product 

development, customer experience management, digital marketing, etc. (Carcary, 

2016).  
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Dynamic capabilities or firm processes could lead to firm performance and 

competitive advantage as well as new paths and positions (Teece, 1997). Later, Teece 

(2007) addressed that Dynamic capabilities are the abilities of the firm to sense, seize, 

and reconfigure which affect firm performance and competitive advantage as well as 

lead to new paths and positions. Likewise, Eisenhardt and Martin (2000) stated that 

dynamic capabilities have both direct effect on firm performance and competitive 

advantage and indirect effect through resource reconfiguration as demonstrated by 

figure 4. 

 

 

 

 

 

Figure 4  Model of dynamic capabilities (Eisenhardt and Martin, 2000) 

 

Dynamic capabilities is an important strategic approach to understanding 

strategic change. Dynamic capabilities approach is useful for strategic issues related to 

firm performance when compared with other theory like change management which 

does not explain about performance (Helfat, 2009). 

Easterby‐Smith, M., Lyles, Peteraf (2009) discussed that Teece (1997)’s 

definition of dynamic capabilities was wide enough for other researchers to refine, re-

interpret, and expand the concept. Dynamic capabilities concept was viewed by 

scholars from different backgrounds with different lenses. For example, Nelson and 

Winter (1982) define dynamic capabilities in terms of routines that drive the evolution 

of economy. While Eisenhardt and Martin (2000) outline dynamic capabilities in terms 

of processes which the firm need to cope with dynamic environment.  

Dynamic capabilities can vary in different forms and functions such as R&D 

and marketing. The characteristics of dynamic capabilities are that they are higher level 

of capabilities that improve operational capabilities through knowledge sharing, 

process renewal, decision making evaluation, etc.  

Dynamic capabilities act upon the firm’s resource base including both tangible, 

intangible assets and capabilities. Since dynamic capabilities framework is still in 

developmental stage the identification and definition are difficult to justify and have 

consensus. More issues remained to be addressed such as the mechanisms, processes, 

Resources 
Dynamic 

capabilities / 

processes 

Firm 
Performance/Compet

itive Advantage 
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and outcomes associated with dynamic capabilities (Easterby‐Smith, M., Lyles, 

Peteraf, 2009). 

Helfat and Winter (2011) gave a distinction in the difference between 

operational capabilities and dynamic capabilities. Operational capabilities are the 

abilities that enable a firm to make a living in the present while dynamic capabilities 

are the competencies that enable a firm to alter how it currently makes its living. They 

further discussed that although operational capabilities and dynamic capabilities are 

different in terms of purposes and outcomes, there is a blurry line between them. They 

are explained in three reasons. First, change is always occurring to some extent. Change 

varies in different magnitude and often take time to slowly make changes. Second, the 

distinction between operational capabilities and dynamic capabilities cannot be based 

on whether they support a radical versus or non-radical change or new versus existing 

business. Third, one capability may be serve as both operational capability and dynamic 

capability. Integrative capability is one example. 

 

2.4 Leadership and leadership styles 

 

Although there is no agreed universal definition, leadership has been defined by 

many past researchers. Daft (2010) define leadership as the relationship between 

leaders and followers to make real changes and outcomes that reflect their shared goals.  

Fiedler (1967) viewed leadership as “the particular act in which a leader engages during 

the course of directing and coordinating the work of his group members”. A leader can 

be defined as a person who influence others to act so as to carry out specified objectives 

(Mullins, 2004). Rost (1993) defined leadership as “an influence relationship among 

leaders and collaborators who intend significant changes that reflect their mutual 

purposes”. Kouzes and Posner (1991) described leadership as “the art of mobilizing 

others to want to struggle for shared aspirations”. Common themes of change, leader-

follower collaboration, and influence from these and other researchers seem to merge. 

Hellriegel and slocum (1992) similarly defined leadership as the ability to influence, 

mobilize, and steer others towards achieving desired objectives. Covey (2004) and 

Stephen (2004) concluded that leadership is about communicating people’s worth and 

potential with such great clarity that they gradually view themselves in the same light.  

Top management provide a vision for the creation and shaping of dynamic 

capabilities. The mechanism can be explained by the initiation of the process by the top 
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management then middle management through the motivation to reallocate resources 

to create capabilities (Easterby-Smith, M., Lyles, Peteraf, 2009). Ambrosini, Bowman 

and Collier (2009) similarly discussed that leaders ‘s perception of the environment can 

affect how resource base are reconfigured and exploited.  

Organizational Leaderships, styles, values, and traditions are important 

intangible resources of the firm. These are components of the firm’s organizational 

routines that encourage coordination and cooperation among the employees (Grant 

,1991). Singh (2019) viewed leadership as strategic resources that the firm should 

leverage to increase innovation capabilities which in turn affect performance.  

Leadership style is “the relative consistent pattern of behavior that characterized 

a leader” (Dubrin, 2001). Leadership styles are essential to an organization and can 

drive successful results; however, not all organizations employ the appropriate styles 

for their existing business practices, while others utilize leadership styles which align 

with organizational needs. When an organizational change is required, the appropriate 

leadership style may make this transition somewhat easier, such as the transformational 

and transactional styles to improve managerial engagement and enthusiasm regarding 

the change (Holten & Brenner, 2015). In this context, transformational leaders can 

provide an example for others to follow, inspire others to be successful, develop a 

shared vision, and empower creativity (Holten & Brenner, 2015).  

Some organizations may employ leaders who have differing leadership styles, 

such as transformational towards motivating others and creativity, while transactional 

leaders are largely focused on setting the tone for others to follow without room for 

innovation (Baskarada, Watson, & Cromarty, 2016). These differences must be 

balanced in such a way that they do not distract from organizational priorities and 

provide a leadership framework which will offer positive results during the change 

process (Baskarada et al., 2016). Similarly, participative leadership can provide 

employees with decision-making capabilities and influence positive outcomes as 

needed for a successful change management strategy (Fatima, Majeed, & Saeed, 2017). 

Furthermore, innovative (participative) leadership must be part of this process and 

provide inspiration to employees to embrace new forms of knowledge and promote 

greater creativity to implement strategic change (Tung & Yu, 2016). 

Different theories of leadership were developed based on different situations 

and problems of the organization. (Asrar-ul-Ha, 2018). CSIL (2017) have reviewed and 

summarized general existing influencial theories of leadership presented in table 5 
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Table 5 General theories of leadership 

Theory/school Description References 

Great Man or Trait 

school 

Celebrates outstanding 

individual leaders (in the 

heroic tradition) and studies 

their traits or characteristics 

to understand their 

accomplishments as leaders. 

Stogdill, 1948; 

Tannenbaum and 

Schmidt, 1973; CEML, 

2002; Harter, 2008 

Behavioral or Styles 

school 

Describes leadership in 

terms of people- and task-

orientation, suggesting that 

different combinations of 

these produce different 

styles of leadership. 

Lewin et al., 1939; Blake 

and Mouton, 1964, 1985; 

Kouzes and Posner, 1995 

Situational or Context 

school 

Emphasize the importance 

of context in shaping 

leaders’ responses to be 

more relationship or task 

motivated, or more 

authoritative or 

participative. 

Hersey and Blanchard, 

1969, 1974; Vroom and 

Yetton, 1973; Graeff, 

1983 

Contingency or 

Interactionist school 

Proposes that leaders’ 

influence is contingent on 

various factors (like 

positional power), which in 

turn determines appropriate 

leadership styles. 

Fiedler, 1967; House and 

Mitchell, 1974; Barbour, 

2008 

Transactional or 

Transformational 

school 

Contrasts leadership as a 

negotiated cost-benefit 

exchange and as an appeal 

to self-transcendent values 

of pursuing shared goals for 

the common good. 

Bass, 1974; Burns, 1978; 

Price,2003 
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In early time at the Ohio State University, Stogdill (1948) stated that leadership 

could be classified into 2 categories determined by leader’s characteristic and behavior. 

The first one is “initiating structure” and the second one is “consideration structure”. 

Both types were found to be related more to job satisfaction than to high productivity.   

Contingency leadership theory suggest that there is no best leadership style in 

every situation. To achieve effective leadership, there should be the best fit between the 

behavior, the context, and the need (Goldsmith, 2003; Asrar-ul-Ha, 2018). 

Bass (1985, 1990) propose a certain type of leadership needed in a dynamic 

environment. This certain type of leader should be able to urge team members to be 

aware of the organization’s mission and purpose. This leader can encourage employees 

to be organization-oriented rather than self-interested. Burns (1979) described this 

certain type of leader as transformational leadership. Transformational leadership is 

thought to be more effective during times of organizational change and turbulence than 

earlier leadership models. Bass (1997) later categorized leadership styles into 

transformational leadership and transactional leadership.  

Based on GLOBE’s research, six global leader behaviors which are also called 

“culturally implicit theories of leadership”, including: charismatic / value-based, team-

oriented, participative, humane-oriented, autonomous and self-protective leadership 

were identified as demonstrated in table6. Of these six leadership behaviors, 

charismatic/value-based or transformational leadership is the most universally 

preferred across geo-cultural contexts (House et al., 2004). 

 

Table 6 Six leadership behaviors (House et al., 2004). 

Dimension Description 

Charismatic / value 

based leadership 

Reflects the ability to inspire, to motivate and to expect 

high performance outcomes from others based on firmly 

held core values 

Team-oriented 

leadership 

Emphasize on effective team building and implementation 

of a common purpose or goal among team members 

Participative 

leadership 

Reflects the degree to which managers involve others in 

making and implementing decisions 

Humane-oriented 

leadership 

Reflects supportive and considerate leadership but also 

includes compassion and generosity 
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Dimension Description 

Autonomous 

leadership 

Refers to independent and individualistic attributes 

Self-protective 

leadership 

Focuses on ensuring the safety and security of the 

individual and group through status enhancement and face 

saving 

 

Charismatic/value-based leadership 

 

charismatic/value-based leadership reflects the ability to inspire, to motivate 

and to expect high performance outcomes from others based on firmly held core values. 

It includes the following six leadership subscales, which are roughly analogous to 

leadership traits or styles: 1) visionary, 2) inspirational, 3) self-sacrifice, 4) integrity, 5) 

decisive and 6) performance oriented. This set of leadership behaviors is most closely 

related to transformational leadership theory, in contrast to transactional leadership 

 

Team-oriented leadership  

 

team-oriented leadership emphasizes effective team building and 

implementation of a common purpose or goal among team members. It includes five 

leadership subscales, namely: 1) collaborative team orientation, 2) team integrator, 3) 

diplomatic, 4) malevolent (reverse-scored), and 5) administratively competent. The 

importance of team orientation is recognized in the behavioral / style school of 

leadership, typified by the research of Blake and Mouton (1964). Their Leadership Grid 

(Blake and Mouton, 1985) suggests that most leaders’ behavior falls within five major 

leadership styles, with team management (scoring high on concern for people and 

production). Team-oriented leadership also draws on the notion of the leader as a 

servant (Hollander, 2008). Servant leadership suggests a distinctive set of 

characteristics. In a review of the literature, Russell and Stone (2002) found that these 

could be classified as functional and accompanying attributes (Table 6). In addition to 

these, Spears (1995) adds empathy, healing, awareness, conceptualization, foresight, 

commitment to the growth of people and building community. 
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Participative leadership  

 

Participative leadership reflects the degree to which managers involve others in 

making and implementing decisions. The situational school of leadership theory – 

especially Hersey and Blanchard (1969; 1974) – is helpful in signaling that participative 

leadership is most appropriate in particular contexts when follower maturity is high (see 

also Vroom and Yetton, 1973). 

 

Humane-oriented leadership  

 

Humane-oriented leadership reflects supportive and considerate leadership but 

also includes compassion and generosity. It includes two leadership subscales: 1) 

modesty, and 2) humane orientation. Humane-oriented leadership draws especially on 

the moral or ethical school of leadership theory. 

 

Autonomous leadership  

 

 Autonomous leadership refers to independent and individualistic 

leadership attributes. Autonomous leaders emphasize individualism, independence 

and autonomy and have unique attributes. This kind of leadership is thought to impede 

effective leadership. 

 

Self-protective leadership 

  

Self-protective leadership focuses on ensuring the safety and security of the 

individual and group through status enhancement and face saving. Self-protective 

leaders are self-centered, status conscious and conflict inducers who emphasize 

procedures and saving face. This kind of leadership is thought to impede effective 

leadership. 

 

Laissez-Faire leadership 

 

A Laissez-Faire leadership indicate irresponsibility and avoidance of decision-

making (Robbins, Judge and Sanghi, 2007). A Laissez-Faire leaders are uninvolved, 
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unengaged, and inattentive in their work team. This kind of leadership is thought to 

impede effective leadership. 

Pearce and Sims (2002) has classified leadership styles into five types of leader 

behavior: (1) aversive, (2) directive, (3) transactional, (4) transformational, and (5) 

empowering as summarized in table 7. 

 

Table 7 Classifications of leadership styles (Pearce & Sims, 2002) 

Leader type Theoretical bases Representative behaviors 

Aversive 

leadership 

Punishment research (e.g., Arvey & 

Ivancevitch, 1980) 

Engaging in intimidation 

Dispensing reprimands 

Directive 

leadership 

Theory X management (McGregor, 

1960) Initiating structure behavior 

from Ohio State studies (e.g., 

Fleishman, 1953) Task-oriented 

behavior from Michigan studies (e.g., 

Bass, 1967) 

Issuing instructions and 

commands 

Assigning goals 

Transactional 

leadership 

Expectancy theory (e.g., Vroom, 1964) 

Equity theory (e.g., Adams, 1963) Path 

goal theory (e.g., House, 1971) 

Exchange theory (e.g., Homans, 1958) 

Providing personal 

rewards Providing 

material rewards 

Managing by exception 

(active) Managing by 

exception (passive) 

Transformatio

nal 

leadership 

Sociology of charisma (e.g., Weber, 

1946, 1947) Charismatic leadership 

(e.g., House, 1977) Transforming 

leadership (e.g., Burns, 1978) 

Transformational leadership (e.g., 

Bass, 1985) 

Providing vision 

Expressing idealism 

Using inspirational      

communication Having 

high performance  

expectations 

Empowering 

leadership 

Behavioral self-management (e.g., 

Thorenson & Mahoney, 1974) Social 

cognitive theory (e.g., Bandura, 1986) 

Cognitive behavior modification (e.g., 

Encouraging 

independent action 

Encouraging opportunity 

thinking Encouraging 

teamwork Encouraging 
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Meichenbaum, 1977) Participative goal 

setting (e.g., Locke & Latham, 1990) 

self-development 

Participative goal setting 

Encouraging self-reward 

 

Servant leadership  

 

Greenleaf and Spears (2002) defined servant leadership as “a desire from 

leaders to motivate, guide, offer hope ,and provide a caring experience by establishing 

a quality relationship with the followers and subordinates”. This kind of leadership 

consisted of two dimensions which are ethical behavior and concern for subordinates. 

Servant leaders distinguish from transformational leadership for that they are altruistic  

and dedicated toward the welfare of the followers (Contee-Borders, 2003; Parolini, 

2007).  

Transformational leadership is found to have more impact on organizational 

learning than servant leadership. Organizational learning in turn positively affect 

organizational performance (Choudhary, 2013). 

 

Leader-Member Exchange (LMX Theory)  

 

Leader-Member Exchange is about how people carry a leadership position in a 

group through different means and exchange important information which create a 

strong relationship between the employees of the organization (Carolina Gomez & 

Benson Rosen, 2011). Leader-member exchange is all about the relation between the 

leaders and their team, this theory have a very particle and theoretical application which 

is very useful but it has some problems which are like the measurement of its 

effectiveness and its application. (Schyns & Blanc, 2011).  

Transformational leadership and transactional leadership are two most 

recognized leadership styles among leadership and IS literatures (Shao et al., 2012). 

 

Leadership in digital transformation 

 

Leadership in the digital age refers to leadership in any sector or organization 

that is in transition towards knowledge intensive society (Wilson III,2004). New social 

structures are creating new leadership style. The new society is called network society, 
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knowledge society, and information society interchangeably (Masuda, 1981). With the 

digitalization of information, the organization is changing to more distributed and 

accelerated but less hierarchical. There are universal characteristics of leadership such 

as commitment, discipline, and charisma. Leadership in digital age requires not only 

those features but new attitudes, new skills, and new knowledge to response to the new 

digital era (Wilson III,2004). 

Leadership is needed for the success of digital transformation as only CEO or 

the management can successfully convey message about the need for digital change, 

the scope and direction to the employees to create the sense of urgency which is 

essential for the success of digital transformation initiatives. Top management 

leadership is needed for formulating digital business strategy and for aligning necessary 

investment in resources. Executives must be able to understand the potential, challenges 

of digital transformation and its impact on the business.  Digital leaders should support 

the transformation process change by prioritizing investment in IT infrastructures and 

digital transformation initiatives. (Sia, 2016). 

Leaders can create the sense of urgency to overcome inertia or barriers in the 

company by convincing and inspiring all the stakeholders particularly employees, 

managers, investors, suppliers, and partners about the need of change (Meffert, 2018). 

Important skills that digital leaders should have are transformative visions, 

forward looking, technology literacy, change-oriented, and strong leader skills. Digital 

literacy is important for leaders that it involves more than just the basic knowledge and 

understanding about relevant digital concepts but also the judgement to effectively use 

the technologies. (Michelman, 2016; Hunt, 2015). 

A change oriented and transformative vision are more important than 

technology knowledge according to the results of the survey conducted by MITSloan 

in 2016. This happen the same when recruiting employees that change-oriented mindset 

(willing to embrace change, flexible, adaptable, and curious) is most important 

followed by digital literacy and strategic thinking (Kane, 2016). 

Transformational vision distinguishes digitally matured companies from their 

peers. Senior executives and middle managers should share a common transformative 

vision of how the business should change through digital technologies across the 

organizations (Westerman et al., 2013). Transformational leadership is one of the best 

leadership styles that play the important role in the organizational performance (Bass, 
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1985). Westerman et al. (2014) also described transformative vision as the capabilities 

needed for leaders and people of the organization to outperform the competitors. 

Digital leader’s commitment contribute to the success of digital transformation 

initiatives. Leader’s commitment and digital literacy also help attract new talents 

(Jaubert, 2014). Digital leaders who value human capital insight and human talent are 

able to foster an open culture with risk-taking, experimenting, not sanctioning mistakes 

(Schein, 2010). 

There is no clear recommendation which top management should lead digital 

transformation strategy whether it’s CEO, CIO, or CDO but this should preferably be 

the same person to maintain the continuity of the process. Top management support is 

essential along the digital transformation process given that the execution will affect 

the entire company and there might be some resistances. Strong transformation 

leadership skill and active involvement of stakeholders can help deal with such 

resistance (Matt, 2015).  

Likewise, collaborative skills are essential for digital leaders. They need to 

embrace digital natives or digital talents. Top managements should have collaborative 

skills that encourage the collaboration and information sharing between digital 

natives/digital talents and other employees (Hay Group, 2014).  

A digital transformation strategy necessitated the collaboration of leaders, 

resources, and teams to ensure that an implementation was successful and did not 

significantly disrupt operations. However, this does not appear to be aligned to one 

specific type of leadership style, based upon existing research and the interviews that 

were conducted. It was believed that transformative leaders have had greater impact on 

employees’ motivation and creativity to succeed during this type of change, but it was 

not the sole means by which an organization achieved a successful implementation. 

Other factors and leadership characteristics had a significant impact during a digital 

transformation (Sow, 2018). 

 

Leadership in healthcare 

 

Sfantou (2017) has conducted a systematic review regarding the importance of 

leadership style towards quality of care measures in healthcare settings. The findings 

revealed that Leadership styles were found to be strongly correlated with quality care 

and associated measures. Leadership was considered a core element for a well-
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coordinated and integrated provision of care, both from the patients and healthcare 

professionals. Effective leadership of healthcare professionals is critical for 

strengthening quality and integration of care. There are many identified styles of 

leadership, while six types appear to be more common: transformational, transactional, 

autocratic, laissez-faire, task-oriented, and relationship-oriented leadership. 

Transformational leadership style is characterized by creating relationships and 

motivation among staff members. Transformational leaders typically have the ability 

to inspire confidence, staff respect and they communicate loyalty through a shared 

vision, resulting in increased productivity, strengthen employee morale, and job 

satisfaction 

In case of transactional leadership, the leader acts as a manager of change, 

making exchanges with employee that lead to an improvement in production. An 

autocratic leadership style is considered ideal in emergencies situation as the leader 

makes all decisions without taking into account the opinion of staff. Moreover, mistakes 

are not tolerated within the blame put on individuals. In contrary, the laissez-faire 

leadership style involves a leader who does not make decisions, staff acts without 

direction or supervision but there is a hands-off approach resulting in rare changes. 

Task-oriented leadership style involves planning of work activities, clarification of 

roles within a team or a group of people, objectives set as well as the continuing 

monitoring and performance of processes. Lastly, relationship-oriented leadership style 

incorporates support, development and recognition. 

Al-Sawai, A. (2013) mentioned that healthcare organization is a complex 

system which are consisted of departments, specialties, professional groups with 

nonlinear interactions and multidirectional goals. Leadership needs to capitalize on the 

diversity within the organization as a whole and efficiently utilize resources when 

designing management processes, while encouraging personnel to work towards 

common goals. A number of leadership approaches can be adapted to the healthcare 

setting to optimize management in this highly complex environment. Types of 

leadership or leadership styles that are applicable in healthcare setting are for example: 

transformational leadership, collaborative leadership, shared leadership, distributed 

leadership, ethical leadership, and Functional Results Oriented Healthcare Leadership. 

Numerous studies have shown that autonomous healthcare workers with direct 

responsibility for their patients do not respond well to authoritarian leadership to lead 

highly qualified healthcare professionals. Leadership needs to focus on the 
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development of effective collaborative relationships through support and task 

delegation, and this could be the basis for widespread implementation of the shared 

leadership model within the healthcare setting, as it encourages shared governance, 

continuous workplace learning and development of effective working relationships. 

Due to the uniqueness of healthcare system mentioned above, leadership has to be the 

manner of collaborative, shared, and distributed approach. 

 

Ethical leadership 

 

Practicing effective leadership can have a substantial impact on the working 

lives of healthcare staff, patient outcomes, and the fate of an organization. In some 

instances, the leader will need to influence group members by: (1) creating enthusiasm 

for risky strategies, (2) requiring a change in underlying beliefs and values, and (3) 

influencing decisions that favor some at the expense of others. However, by practicing 

such behaviors, in some instances, the leader can influence others to engage in crimes 

of obedience, which has led to declining public trust. A good leader must have 

intentions, values, and behaviors that intend no harm and respect the rights of all parties.  

 

Functional Results Oriented Healthcare Leadership 

 

The functional results-oriented leadership style focuses on the process of an 

organization implying leadership as having the specific role and skills necessary to 

deliver the desired results of the group based on and meeting the needs of three areas, 

namely; individuals, team, and tasks. It emphasizes in establishing the leadership role 

that facilitates effective and efficient healthcare provision. 

Many theories, cases, and models have influenced the current leadership 

strategies that can be applied to the healthcare setting. Guidance for effective leadership 

should focus on the dynamic relationships between leadership values, culture, 

capabilities and the organizational context. The leader's developmental journey must 

operate within this dynamic, supported by a high level of self, team and organizational 

awareness. Leadership development has clearly reached a critical crossroad, and the 

most important role of the leader could be described as ensuring a ready supply of 

replacement leaders to maintain organizational progress in the ever-changing 

healthcare environment (Franco, 2011). 
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Amitay et al. (2005) studied the relationship between leadership style and 

organizational learning in 44 community health clinics. They found that 

transformational leadership, which broadens and elevates the interests and aspirations 

of employees, was associated with more intensive organizational learning activity and 

with stronger learning facilitative culture than transactional leadership. In the context 

of a learning organization, a leader should promote a climate in which compromise and 

collaboration will be the norm (Senge, 2000). Therefore, leadership emerges in the 

context of health organizations as a means to allow effectiveness of the healthcare 

provided (Kilpatrick, 2009). For this same author, leadership in healthcare 

organizations is both similar to and different from leadership in other organizations. 

However, healthcare differs from most industries and many services industries in that 

leadership must not only motivate, inspire and uplift employees, but should also seek 

to motivate, inspire and uplift patients and their families. 

 

Leadership style and firm life cycle 

 

 Shao et al. (2012) argued that “the effectiveness of management support is 

dependent on the top manager’s leadership style and the specific phase of enterprise 

systems. They also found that the effectiveness of management support is dependent 

on the top manager’s leadership style and the specific phase of enterprise systems. 

Enterprise systems are defined as software applications that enable the integration of 

transactions oriented data and business processes throughout an organization (Markus, 

2000). Shao et al. (2012) reviewed and redefined enterprise systems life cycle as four-

phase model as depicted in figure 5 and each phase is described in table 8. 

 

 

 

 

 

 

 

 

 

Figure 5 Enterprise Systems Lifecycle Model (Source: Shao et al., 2012) 
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Table 8 Phases in Enterprise Systems Lifecycle (Source: Shao et al., 2012) 

 

Each phase of Enterprise systems lifecycle has its own challenges. Each 

challenge is coped by different leadership characteristics or leadership style as shown 

in table 9. For example: Transformational leadership is more desirable in adoption 

phase while transactional leadership is favorable in implementation phase. Assimilation 

phase and extension phase need the combination of both transformational leadership 

and transactional leadership. 

 

Phase Key Activities 

Adoption 

Phase 

Evaluation of the competitive landscape 

and determination of the strategic need 

for an enterprise system. A vision is 

articulated and goals for the adoption 

are set. Resources are allocated and 

evaluation of alternative technologies 

and systems are conducted. Decisions 

are made about adopting particular 

systems and using particular vendors. 

Implementation 

Phase 

Implementation projects are established 

and appropriate human, financial and 

other resources are organized. Specific 

tasks, including business process 

reengineering, testing, data conversion, 

system training and rollout, are carried 

out. 

Assimilation 

Phase 

Enterprise systems are in daily use, 

diffused across organizational work 

processes and become routinized in 

organizational activities. Employees 

start to understand the inner workings of 

the systems and begin to develop 

innovative ways of using the system for 

new and unintended business activities. 
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Table 9 Challenges in each phase of Enterprise systems lifecycle and different 

leadership characteristics (Source: Shao et al., 2012) 

Challenges in 

Adoption Phase 

Desirable 

Leadership 

Characteristics 

Transformational 

Leadership 

Transactional 

Leadership 

Initiating the 

discussion about 

adoption in the upper 

echelon of an 

organization 

Strategic vision, 

sensitivity to 

environment, long 

term orientation 

  

Making the strategic 

decision to adopt new 

systems and 

technology 

Articulate a clear 

vision and 

objectives, 

communicate an 

inspiring outcome 

  

Selecting systems 

and vendors, 

investing necessary 

resources 

Decisiveness, 

insightful and 

idealized influence 

and personal 

consideration 

  

Managing political 

conflicts within 

management ranks 

Idealized influence 

and personal 

consideration 

  

Challenges in 

Implementation 

Phase 

Desirable 

Leadership 

Characteristics 

Transformational 

Leadership 

Transactional 

Leadership 

Developing 

implementation plan 

and establishing 

project team 

Monitoring and 

control, attention to 

details 

 

 

Managing the 

redesigning and 

reengineering 

business process 

Monitoring and 

control, decisive 
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Resolving misfits 

between ES and 

organization 

Coordination, 

Execution 

 

 

Promoting 

organizational 

learning and 

knowledge transfer 

Incentives, rewards  

 

Challenges in 

Assimilation Phase 

Desirable 

Leadership 

Characteristics 

Transformational 

Leadership 

Transactional 

Leadership 

Promoting learning 

and continuous 

improvement of 

enterprise systems 

Incentives, rewards 

  

Fostering innovative 

use of systems and 

taking on new 

challenges with the 

existing systems 

Vision, articulation 

inspiration 

  

Challenges in 

Extension Phase 

Desirable 

Leadership 

Characteristics 

Transformational 

Leadership 

Transactional 

Leadership 

Championing 

extension in 

organizational upper 

echelon and 

obtaining support 

from other top 

executives in the 

focal firm 

Strategic vision, 

articulation, 

communication 

  

Acquiring and 

securing the support 

of top management 

Strategic vision, 

charisma, 

communication 
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teams in the partner 

firms 

Coordinating 

activities in multiple 

groups with different 

stakeholders 

Negotiation, inter-

personal skills 
  

Redistributing power 

and responsibilities 

among groups with 

conflicting interests 

Coordination, inter-

personal skills, 

execution 
  

 

Leadership style and firm size 

 

Marx (2017) empirically tested the impacts of company size, measured by total 

sales revenues, on the importance of 12 essential leadership functions, (e.g., 

encouraging teamwork), six skills (e.g., interpersonal), seven traits (e.g., being 

decisive), four leadership styles - participatory, directive, tasks oriented, and employee 

oriented, and on leadership effectiveness. The findings evidence patterns of leadership 

at larger companies that are significantly different from smaller companies. The 

collective findings make a compelling argument that increasing company size reduces 

the importance of leaders engaging and interacting with followers. This likely reflects 

characteristics of larger companies that lessen the importance of or substitute for 

employee engagement and interpersonal interactions. However, the leadership at larger 

companies was not found to be less or more effective. This suggests leadership 

effectiveness depends more on alignment with the organization’s strategy, policies, 

practices, procedures, and culture than on any particular leadership skill, trait, or style. 

The study also found that larger companies are more risk averse, which has additional 

implications for leadership. The findings have a number of implications for 

practitioners, researchers, and faculty teaching leadership. 

 

2.4.1  Transformational leadership 

 

Transformational leadership is defined as a leadership approach that causes 
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change in individuals and social systems. In its ideal form, it creates valuable and 

positive change in the followers with the end goal of developing followers into leaders. 

Enacted in its authentic form, transformational leadership enhances the motivation, 

morale and performance of followers through a variety of mechanisms. These include 

connecting the follower's sense of identity and self to the mission and the collective 

identity of the organization; being a role model for followers that inspires them; 

challenging followers to take greater ownership for their work, and understanding the 

strengths and weaknesses of followers, so the leader can align followers with tasks that 

optimize their performance. Transformational leadership is an appropriate leadership 

style for dealing with organizational change (Bass and Riggio, 2006; Eisenbach et al., 

1999). 

The foundation of transformational leadership rests on what Bass and Avolio 

(1994) refer to as the four I’s of transformational leadership, which comprise three 

factors (Avolio and Yammarino, 2002; Avolio et al., 1999; Bass, 1988; Bycio et al., 

1995): idealized influence/inspirational motivation, intellectual stimulation and 

individualized consideration. Idealized influence/inspirational motivation is related to 

the formulation and articulation of vision and/or challenging goals. Behaviors related 

to idealized influence/inspirational motivation include instilling pride in others for 

being associated with the leader, inducing followers to go beyond self-interest for the 

good of the group, providing reassurance that obstacles will be overcome, promotion 

of confidence in achievement and execution of goals and tasks, talking optimistically 

about the future, articulating a compelling vision for the future and providing an 

exciting image of organizational change (Bass and Avolio, 1994). Intellectual 

stimulation promotes intelligence, rationality and careful problem-solving. Behaviors 

related to intellectual stimulation include seeking differing perspectives when solving 

problems, suggesting new ways of examining how to complete assignments and 

encouraging re-thinking of ideas that have not been questioned in the past (Bass and 

Avolio, 1994). Finally, individualized consideration is directed at treating the followers 

as individuals and not just members of a group. Behaviors related to individualized 

consideration include spending time in teaching and coaching, helping others develop 

their strengths and listening attentively to others’ concerns (Bass and Avolio, 1994).

 Burns (1978)

 

first introduced the concept of transforming leadership in his 

descriptive research on political leaders, but this term is now used in organizational 

psychology as well. According to Burns, transforming leadership is a process in which 
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"leaders and followers help each other to advance to a higher level of morale and 

motivation". Burns related to the difficulty in differentiation between management and 

leadership and claimed that the differences are in characteristics and behaviors. He 

established two concepts: "transforming leadership" and "transactional leadership". 

According to Burns, the transforming approach creates significant change in the life of 

people and organizations. It redesigns perceptions and values, and changes expectations 

and aspirations of employees. Unlike in the transactional approach, it is not based on a 

"give and take" relationship, but on the leader's personality, traits and ability to make a 

change through example, articulation of an energizing vision and challenging goals. 

Transforming leaders are idealized in the sense that they are a moral exemplar of 

working towards the benefit of the team, organization and/or community. Burns 

theorized that transforming and transactional leadership were mutually exclusive styles. 

Transactional leaders usually do not strive for cultural change in the organization but 

they work in the existing culture while transformational leaders can try to change 

organizational culture.  

Bernard M. Bass (1985), extended the work of Burns (1978) by explaining the 

psychological mechanisms that underlie transforming and transactional leadership; 

Bass also used the term "transformational" instead of "transforming." Bass added to the 

initial concepts of Burns (1978) to help explain how transformational leadership could 

be measured, as well as how it impacts follower motivation and performance.

 

The 

extent to which a leader is transformational, is measured first, in terms of his influence 

on the followers. The followers of such a leader feel trust, admiration, loyalty and 

respect for the leader and because of the qualities of the transformational leader are 

willing to work harder than originally expected. These outcomes occur because the 

transformational leader offers followers something more than just working for self gain; 

they provide followers with an inspiring mission and vision and give them an identity. 

The leader transforms and motivates followers through his or her idealized influence 

(earlier referred to as charisma), intellectual stimulation and individual consideration. 

In addition, this leader encourages followers to come up with new and unique ways to 

challenge the status quo and to alter the environment to support being successful. 

Finally, in contrast to Burns, Bass suggested that leadership can simultaneously display 

both transformational and transactional leadership.  

A number of meta-analyses have shown that transformational and transactional 

leadership positively predicts a wide variety of performance outcomes including 
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individual, group and organizational level variables (Bass & Bass 2008, The Bass 

Handbook of Leadership: Theory, Research, and Managerial Applications" 4th edition 

Free Press). There are four elements of transformational leadership as follows. 

1.Individualized Consideration – the degree to which the leader attends to each 

follower's needs, acts as a mentor or coach to the follower and listens to the follower's 

concerns and needs. The leader gives empathy and support, keeps communication open 

and places challenges before the followers. This also encompasses the need for respect 

and celebrates the individual contribution that each follower can make to the team. The 

followers have a will and aspirations for self-development and have intrinsic motivation 

for their tasks.  

2.Intellectual Stimulation: the degree to which the leader challenges assumptions, takes 

risks and solicits followers' ideas. Leaders with this style stimulate and encourage 

creativity in their followers. They nurture and develop people who think independently. 

For such a leader, learning is a value and unexpected situations are seen as opportunities 

to learn. The followers ask questions, think deeply about things and figure out better 

ways to execute their tasks.  

3.Inspirational Motivation: the degree to which the leader articulates a vision that is 

appealing and inspiring to followers. Leaders with inspirational motivation challenge 

followers with high standards, communicate optimism about future goals, and provide 

meaning for the task at hand. Followers need to have a strong sense of purpose if they 

are to be motivated to act. Purpose and meaning provide the energy that drives a group 

forward. The visionary aspects of leadership are supported by communication skills 

that make the vision understandable, precise, powerful and engaging. The followers are 

willing to invest more effort in their tasks, they are encouraged and optimistic about the 

future and believe in their abilities.  

4.Idealized Influence: Provides a role model for high ethical behavior, instills pride, 

gains respect and trust.  

The most frequently used measurement instrument is a survey called "the 

Multifactor Leadership Questionnaire" (MLQ Form 5X). This is a questionnaire that 

measures each of the components of the full range of leadership, initially starting with 

Bass' (1985) factors and analysis. The original scales in the questionnaire are based on 

an initial factor analysis and earlier versions.  

Earlier research on transformational leadership was limited, because the 

knowledge in this area was too primitive for finding good examples for the items in the 
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questionnaire. Another weakness in the first version of the MLQ related to the wording 

of items. Most items in the scale of charismatic leadership described the result of 

leadership, instead of specific actions of the leader that can be observed and that, in 

turn, lead to the results. In response to the critics, Bass and Avolio (1990) included in 

the revised and now subsequent versions many more items that describe leadership 

actions that are observed directly. They also split out attributions of leadership 

associated with Idealized Influence and behaviors and actions into two separate scales.  

The current version of the MLQ Form 5X includes 36 items that are broken 

down into 9 scales with 4 items measuring each scale. Subsequent validation work by 

John Antonakis and his colleagues provided strong evidence supporting the validity 

and reliability of the MLQ5X. Indeed, Antonakis et al. (2003) confirmed the viability 

of the proposed nine-factor model MLQ model, using two very large samples (Study 1: 

N=3368; Study 2: N=6525). Although other researchers have still been critical of the 

MLQ model, since 2003 none has been able to provide dis-confirming evidence of the 

theorized nine-factor model with such large sample sizes at those published by 

Antonakis et al. (2003).  

 

2.4.2 Transactional leadership 

 

Transactional Leadership, also known as managerial leadership, focuses on the 

role of supervision, organization, and group performance; transactional leadership is a 

style of leadership in which the leader promotes compliance of his followers through 

both rewards and punishments. Unlike Transformational leadership, leaders using the 

transactional approach are not looking to change the future, they are looking to 

merely keep things the same. These leaders pay attention to followers' work in order 

to find faults and deviations. This type of leadership is effective in crisis and 

emergency situations, as well as when projects need to be carried out in a specific 

fashion.  

Within the context of Maslow's hierarchy of needs, transactional leadership 

works at the basic levels of need satisfaction, where transactional leaders focus on the 

lower levels of the hierarchy. Transactional leaders use an exchange model, with 

rewards being given for good work or positive outcomes. Conversely, people with 

this leadership style also can punish poor work or negative outcomes, until the 

problem is corrected. One way that transactional leadership focuses on lower level 
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needs is by stressing specific task performance (Hargis et al, 2001). Transactional 

leaders are effective in getting specific tasks completed by managing each portion 

individually. Transactional leaders are concerned with processes rather than forward-

thinking ideas. These types of leaders focus on contingent reward (also known as 

contingent positive reinforcement) or contingent penalization (also known as 

contingent negative reinforcement). 

Transactional leaders use reward and punishments to gain compliance from 

their followers. They are extrinsic motivators that bring minimal compliance from 

followers. They accept goals, structure, and the culture of the existing organization. 

Transactional leaders tend to be directive and action-oriented. Transactional leaders 

are willing to work within existing systems and negotiate to attain goals of the 

organization. They tend to think inside the box when solving problems  Transactional 

leadership is primarily passive. The behaviors most associated with this type of 

leadership are establishing the criteria for rewarding followers and maintaining the 

status quo.  

Bass (1990) has denoted that transactional leadership can be characterized by 

2 elements : contingent rewards and management by exception. 

 

Contingent rewards 

 

Contingent rewards (such as praise) are given when the set goals are 

accomplished on-time, ahead of time, or to keep subordinates working at a good pace 

at different times throughout completion. Contingent reward provides rewards for effort 

and recognizes good performance. 

 

Management by exception 

 

Contingent punishments (such as suspensions) are given when performance 

quality or quantity falls below production standards or goals and tasks are not met at 

all. Often, contingent punishments are handed down on a management-by-exception 

basis, in which the exception is something going wrong. Within management-by-

exception, there are active and passive routes. Active management-by-exception means 

that the leader continually looks at each subordinate's performance and makes changes 

to the subordinate's work to make corrections throughout the process. Passive 
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management-by-exception leaders wait for issues to come up before fixing the 

problems. With transactional leadership being applied to the lower-level needs and 

being more managerial in style, it is a foundation for transformational leadership which 

applies to higher-level needs. Management-by- exception maintains the status quo, 

intervenes when subordinates do not meet acceptable performance levels, and initiates 

corrective action to improve performance.  

 

Comparison Between Transformational and Transactional Leadership  

James Macgregor Burns distinguished between transactional leaders and 

transformational by explaining that: transactional leader are leaders who exchange 

tangible rewards for the work and loyalty of followers. Transformational leaders are 

leaders who engage with followers, focus on higher order intrinsic needs, and raise 

consciousness about the significance of specific outcomes and new ways in which those 

outcomes might be achieved (Hay, 2012). Transactional leaders tend to be more passive 

as transformational leaders demonstrate active behaviors that include providing a sense 

of mission. Odumeru (2013) has made the comparison between transactional and 

transformational leadership as illustrated in table 10 

Table 10 The comparison between transactional and transformational leadership 

(Odumeru, 2013). 

 

Transactional Transformational 

Leadership is responsive Leadership is proactive 

Works within the 

organizational culture 

Works to change the organizational culture by 

implementing new ideas 

Employees achieve 

objectives through rewards  

Employees achieve objectives through higher 

ideals and moral values 

and punishments set by 

leader 

 

Motivates followers by 

appealing to their own self 

interest 

Motivates followers by encouraging them to put 

group interests first 

Management-by-exception: 

maintain the status quo; 

stress correct actions to 

improve performance. 

Individualized consideration: Each behavior is 

directed to each individual to express 

consideration and support. Intellectual 

stimulation: Promote creative and innovative 

ideas to solve problems. 
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Douglas McGregor's Theory Y and Theory X can also be compared with these two 

leadership styles. Theory X can be compared with Transactional Leadership where 

managers need to rule by fear and consequences. In this style and theory, negative 

behavior is punished and employees are motivated through incentives. Theory Y and 

Transformational Leadership are found to be similar, because the theory and style 

supports the idea that managers work to encourage their workers. Leaders assume the 

best of their employees. They believe them to be trusting, respectful, and self-

motivated. The leaders help to supply the followers with tool they need to excel 

(Odumeru , 2013). 

2.5 Organizational capabilities 

 

Organizational capabilities refer to the ability of an organization to utilize 

resources and perform coordinated task in order to achieve a particular end result or 

performance (Helfat and Peteraf, 2003). Organizational capabilities can be classified 

into operational capabilities and dynamic capabilities (Helfat ,2003). Winter (2000) 

defined operational capabilities as routine capabilities that are required to produce 

particular output. Routine capability is an activity in repetitive manner. For example, 

the capabilities to manufacture particular goods. Dynamic capabilities defined by Teece 

(1997) is on the other hand a higher level capability. Dynamic capabilities do not 

include the production of goods or any routine activity and do not directly affect the 

output of the firm. Instead, it has the ability to build, integrate, reconfigure operational 

capabilities.   

Collis (1994) defined and argued about organizational capabilities according to 

the resource based view theory of the firm (RBV). He defined organizational 

capabilities as the socially complex routine and transforming elements of the firm to 

operate and gain efficiency. The first element is about how organizational capabilities 

are rooted in the routines, culture, corporate structures, processes, and network of 

employees’ relations. The second element is concerning the ability to transform 

physical inputs into outputs that determine efficiency and new value. For example, the 

firm use technology for the improvement of manufacturing process capability. He also 

argued there are no best or ultimate organizational capabilities for every industry or 

period of time even for product innovation capability or organizational learning. 

Organizational capabilities based on Collis (1994) did not have distinct typology but 
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could be categorized conclusively into static, dynamic, and creative nature. 

Competitive advantage based on particular static or dynamic or creative organization 

capabilities is not sustainable since organization capabilities will be replaced or 

superseded by better or higher-order capabilities over time. Organizational capabilities 

are valuable depending on the difference in places, point of time, and type of industry. 

Collis (1994) also suggested that “Higher order organizational capabilities allow firms 

to overcome the path dependency that led to the imitability of the lower order 

capabilities”  

Grant (1991) has distinguished the difference between resources and 

capabilities. Resources are inputs into the production process which are the basic units 

of analysis. Firm’s resource comprised of employee’s skills, equipment, funding, 

patents, etc. Not all of the resources are productive by themselves. Productivity 

necessitate the coordination of teams of resources. Whereas the capability is the 

competence of the team of resources to perform some activities or tasks. The 

capabilities could be specific to the type of resources and activities but most of the 

valuable capabilities are collective or integrated capabilities. For example, McDonald 

has the integration of functional capabilities to create the consistency of products and 

services in their branches in every part of the world. These combined strategic 

capabilities are termed “core competencies” (Prahalad and Hamel, 1990). 

Grant (1991) argued further that capabilities are organizational routines that is 

not just about assembling a team of resources. Capabilities are complex coordination 

between people and between people and resources. The coordination requires learning 

through repetition in order to become organizational routine. According to the resource 

based view theory of the firm (RBV), resources are the source of capabilities which in 

turn are the source of competitive advantage as depicted in figure The ability of the 

organization to coordinate and cooperate within teams is vital for the relationship 

between resources and capabilities. The complexity of the capabilities is significant to 

sustainability of the competitive advantage. Complex organizational routines require 

complicated interactions that involve the coordination of many different resources. For 

example, Walt Disney’s imagineering capabilities includes the integration of 

knowledge, skills, ideas, engineering, psychology, etc. Grant (1991) also proposed the 

framework which was the first practical framework of the resource based approach to 

strategy analysis as depicted in figure 6 
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 Figure 6 A practical framework of resource based approach to strategy 

analysis 

 

Helfat (2000) proposed the concept of dynamic resource based theory which 

explained that all organizational capabilities are dynamic or evolving. Over time, firm 

capabilities can emerge, develop, and change in order to escape from failure and 

maintain performance. Many factors contribute to the firm’s heterogeneity in 

capabilities such as aspirations and learning abilities. This concept is additional to 

Eisenhardt and Martin’s dynamic capabilities that dynamic capabilities could be routine 

capabilities that evolve over time through learning processes such as repeated practice 

and learning from small failures. Change in capabilities could be triggered by other 

capabilities such as top management acquisition, innovation, changes in aspiration 

level, new product introduction and dynamic capabilities. These often require feedback 

from external environment in the first place (customers and competitors) which in turn 



63 
 

affect aspiration level and then affect learning and evolution of capabilities. The change 

could also be hindered by old knowledge, preliminary capabilities, and satisfactions.  

Helfat (2003) later introduced the concept of capability lifecycles to support the 

understanding of dynamic resource based theory. Capability lifecycles has initial 3 

stages that include founding, developing, and maturing. After initial stages, capabilities 

are transformed or evolved into 6 additional stages: renewal, redeployment, 

recombination, retrenchment, and retirement. Capability lifecycles helped to explain 

the sources of heterogeneity of the firm capabilities according to dynamic resource 

based theory. It is well supported that operational capabilities and dynamic capabilities 

are distinguished but interrelated. Operational capabilities need dynamic capabilities in 

order to transform or evolve.  

 

2.5.1 IT capabilities 

 

IT capabilities refer to the ability of the firm to mobilize and deploy IT based 

assets, create value in combination with other resources and capabilities, and use the 

firm- specific IT-enabled knowledge to exploit non-IT resources (Drnevich and Croson, 

2013). There has been a mind-set shift from IT process view to IT capability view in 

literatures. IT capability or IS capability approach has become more common than 

traditional strategic information system approach (Carcary, 2016). IT capabilities or IT 

competency is defined as how the firm use technologies to manage its information 

effectively. While IT is the generic terms used to refer to computer, 

telecommunications, programs, etc (Tippins and Sohi, 2003). Turulja (2016) outlined 

IT capabilities as “the ability to select, accept, configure, and implement information 

technology. In digital era, firms ought to continuously improve their knowledge and 

skills in technology usage or so called IT capabilities. 

Nolan (1994) addressed that IT capabilities in early times were found to be 

associated with superior business performance in many firms especially banks, airlines, 

and consumers’ goods. However, there are evidences that firm were focusing 

excessively on IT investments without other beneficial applications of IT. Bharadwaj 

(2000) argued that IT investment can easily be imitated by competitors and did not 

provide sustainable competitive advantage. IT capabilities are classified as IT 

infrastructure, human IT resource, and IT-enabled intangibles. 
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IT infrastructure refer to physical IT assets which include computers, databases, 

platforms, and other communication technologies. The usefulness of IT infrastructure 

can be viewed as its reach and range. Reach is the location that the platform can access 

and link. Range is the kind of information that the platform can share across the system. 

IT infrastructure has been labelled as one of the resources for the firm to utilize for 

sustainable competitive advantage (Keen, 1991). Mata (1995) argued that IT systems 

can easily be bought and duplicated by competitors. On the other hand, properly 

integrated IT infrastructure can create value and be difficult to imitate. Integrated IT 

systems that create corporate platform evolve over time with experience and learning. 

Such systems could stimulate innovation and product development. They could be used 

as a shortcut to develop applications, share information, implement new processes, and 

exploit new opportunities by reducing the cost and time.  

Human IT resource is about training, experience, and insights of the employees 

regarding the use of IT (Bharadwaj, 2000). Human IT resource can be classified into 

two dimensions which are technical IT skills and managerial IT skills. Technical IT 

skills comprise of programming, using new technologies, system design and analysis, 

etc. Managerial IT skills include management of IT functions, coordination with 

community, projects, etc. Human IT resource help firm to achieve superior efficiency 

in cost control, business planning, communication between units, and innovations of 

new products. With the successful implementation of IT systems, managerial IT ability 

is the key success factor of the firm. Both technical IT skills and managerial IT skills 

are evolving over time through experience accumulation. Managerial IT skills are often 

organizational specific and tacit. Therefore, Human IT resource is considered the 

source of competitive advantage due to the fact that they are complex and difficult to 

duplicate (Keen, 1993; Sambamurthy and Zmud, 1992; Katz, 1974). 

IT-enabled intangibles are the benefits of IT on organizational intangibles such 

as customer service, product quality, market orientation, organizational learning, 

market responsiveness, coordination between buyers and suppliers, etc (Brynjolfsson 

and Hitt, 1997). IT-enabled intangibles could be categorized into three types: customer 

orientation, knowledge assets, and synergy.  

Customer orientation reflect the ability to track and predict changing customer’s 

preferences which is changing rapidly. Customer relationship management is the 

customer orientation which serve as an important IT capability of the firm. Limited 

number of firms are able to successfully integrate IT into management decisions. IT 
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staff have to work closely with other managers. The complex link between IT and other 

department of the organization is regarded as the source of competitive advantage 

according to the resource based view theory of the firm (RBV) (Barney, 1997; 

Bharadwaj, 2000). 

Knowledge assets is intellectual capital embedded in skills and experience of 

the personnel and also in the databases and decision support systems. IT is part of 

knowledge management in that the systems support consolidation of previous 

knowledge gains, knowledge formalization, consolidation of previous knowledge, 

speeding up communications, construction of history of insights and past defect. IT 

help transform firm specific knowledge and insight into specialized asset that could not 

be imitated by competitors.  

Synergy refers to the sharing of capabilities and resources across the 

organization’s department and between the organization and outside. Information 

sharing across functional units make the firm to be responsive and flexible to the market 

needs. Knowledge exchange allow interorganizational cooperations such as buyer-

supplier relationships.   

In Bharadwaj (2000)’s study, the resource-based view was employed to develop 

the theoretical links and empirically examine the association between IT capability and 

business performance. The results revealed that firms with high IT capability tend to 

outperform a control sample of firms on a variety of profit and cost-based performance 

measures. 

Based on resource based view theory of the firm, most researchers classified IT 

capabilities or IT competency into three dimensions: IT knowledge, IT operations, and 

IT infrastructure. 

 

IT knowledge  

 

Knowledge is information combined with experience, context, interpretation 

and reflection, so knowledge has a tacit component that is difficult to quantify 

(Davenport et al.,1998). Perez-Lopez and Alegre (2012) defined IT knowledge as “a 

degree of awareness of IT benefits and possibilities within company as well as 

employees ‘IT knowledge and skills”. Taylor (1971) defines technical knowledge as 

the set of principles and techniques that are useful to bring about change toward desired 

ends. Thus, the current study defines IT knowledge as the extent to which the firm 
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possesses a body of technical knowledge about elements such as computer systems. 

 

IT operations  

 

This concept refers to the IT-related methods, processes and techniques that 

may be needed if these technologies are to create value (Maier et al., 1997) . Perez-

Lopez and Alegre (2012) mentioned that IT operations refer to “the level of use of IT 

in the firm’s business activities, or transformation of activities in order to increase usage 

of IT”. Turulja (2016) described IT operations as the extent to which the firm uses IT 

to improve its effectiveness and decision making. 

 

IT infrastructure  

 

The IT infrastructure acts as an enabler, and to a large extent is responsible for 

the growing interest in the production and dissemination of information (Reardon et al., 

1996) . Perez-Lopez and Alegre (2012) discussed that IT infrastructure includes 

hardware, software and support staff, or tools and resources that contribute to the 

acquisition, processing, storage, dissemination and use of information. IT infrastructure 

refers to the artifacts, tools and resources that contribute to the acquisition, processing, 

storage, dissemination and use of information. According to this definition, the IT 

infrastructure includes elements such as hardware, software and support staff. 

In order to develop IT capabilities, firms should invest in information 

technology, promote its use in business activities, and train employees aiming to 

improve their IT skills and increase awareness of IT benefits (Turulja ,2016). 

Regarding IT resources and performance, Liang (2010) proposed a mediation 

model to explain the value of IT resources with organizational capabilities as mediators. 

Although there are many theories about IT, major theory that focus on performance is 

the resource based view theory of the firm (RBV). The resource based view theory of 

the firm (RBV) suggest that IT resources on its own give rise to competitive advantage. 

The mechanism how IT resources improve performance remained unclear. The results 

were empirical researches were inconsistent. For example, Li and Ye (1999) found that 

IT investment does not link to better performance. While Well (1992) pointed out that 

IT investment is associated with better performance in manufacturing industry. Liang 

(2010) conducted a meta-analysis and found that “the mediated model that includes 
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organizational capabilities as mediators between organizational resources and firm 

performance can better explain the value of IT than direct-effect model without 

organizational capabilities”. 

Since IT (information technology) or IS (information system) alone does not 

create sustained competitive advantage, Wade and Hulland (2004) has proposed 

typology of key IS resources or capabilities that can be used to create sustained 

performance and competitive advantage. There are 3 types of IS resources namely 1) 

Inside-out capabilities 2) Spanning capabilities 3) Outside-in capabilities 

Inside-out capabilities are internally focused and deployed from inside the company in 

response to market requirements and opportunities. They are listed as IS infrastructure, 

IS technical skills, IS development, and cost effective IS operations. Outside-in 

capabilities are externally oriented and emphasizing on customer relationship, market 

response, and competitors. They are listed as External relationship management and 

market responsiveness. Spanning capabilities are both internally and externally focuses 

and so integrate inside-out and outside-in capabilities. They are listed as IS-business 

partnerships and IS planning and change management. In later studies, the spanning 

capabilities were removed to simplify organizational capabilities into 2 types: internal 

and external. Internal capabilities include managing internal relationship and IS 

planning and change management. 

 

2.5.2 Organizational learning capabilities 

 

Learning refers to a stable change in behavior from experience and repetition 

which yield superior performance (Teece, 1997). Organizational learning refers to the 

capacity or processes within a firm enabling the acquisition of, access to and revision 

of organizational memory, thereby providing directions for organizational action 

(Robey et al., 2002). Organizational learning is a process through which the 

organization will learn more items. Such learning means any changes in organizational 

models which may lead to recovery or maintenance of organizational function (Alegre 

& Chiva, 2008). Dibella (1996) defined organization learning as the capability or 

process within an organization to maintain or improve performance based on 

experience. Organizational learning consisted of knowledge acquisition, knowledge 

sharing, and knowledge utilization. Huber (1991) elaborated each of the components of 

organizational learning as follows. Knowledge acquisition is the development or 
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creation of skills, insights, and relationships. Knowledge sharing is the dissemination 

of knowledge to others. Knowledge utilization is the integration of the learning so that 

it is assimilated, broadly available, and can also be generalized to new situations. Slater 

and Narvekar (1995) also consider organizational learning capability as 

multidimensional Tsang (1997) defined organizational learning as “the study of the 

learning process of and within organizations”, largely from an academic point of view. 

Learning organization is an ideal type of organization which has the capacity to learn 

effectively. 

Organizational learning is the process of acquiring, distributing, integrating, and 

creating knowledge among organizational members. It is simply the set of activities 

that support the learning of all organizational members and continuously renew itself 

(Huber, 1991; Dixon, 1992).  

Organizational learning has been studied and analyzed in various aspects 

including psychological approach, sociological approach, organizational theory, and 

strategic perspective. From strategic perspective, learning is viewed as the source of 

heterogeneity which lead to competitive advantage. This approach is relevant to the 

field of business management (Grant, 1996; Jerez-Gomez, 2005). Organizational 

learning is a dynamic process that moves across different levels from individual to 

group and organizational level. Learning stages are knowledge acquisition, transfer, 

and integration. These knowledge are changed from individual knowledge to collective 

knowledge or organizational memory. Learning systems that are developed for 

organizational members are embedded in the organizational norms and culture. Figure 

7 shows the organizational learning process. These collective knowledge led to the 

constant internal changes that allow the firms to achieve competitive advantages 

(Huber, 1991; Mahoney, 1995). 
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Figure 7 Organizational learning process 

According to resources based theory of the firm, organizational learning capability 

is a bundle of tangible and intangible resources or skills that the firm can utilize to gain 

competitive advantage (Alegre J, 2008). Furthermore, the organizations can transform 

what they have learned into valuable, rare, inimitable, and non-substitutable routine 

procedures. A firm with high organizational learning capabilities has been identified as 

a necessary and essential component of its new technical innovation (Venkatesh and 

Speier, 2000; Ke and Wei, 2006).  

Senge (1990) cited that organizational learning has been recognized as one of the 

strategic approach for achieving long term organizational success. Organizational 

learning is a complex and multidimensional construct that could be viewed or studied 

from different perspectives or disciplines (Easterby-Smith, 1997). Jerez-Gomez (2005) 

conceptualized organizational learning as a capability that is multidimensional and 

proposed four dimensions as follows. 

1. Managerial commitment are about managerial backing, shared vision and 

mental models, personal efficacy, leadership commitment, strategic intent, 

leadership and intention, involved leadership, facilitated leadership, and 

learning orientation. 

2. System perspective consisted of shared vision, system thinking, systems 

perspective, clarity of purpose and mission, and systems orientation.  

LEVEL 

LEARNING 

STAGE 

Individual Group Organizational 

Integration 
Transfer Acquisition 

Collective 

Knowledge 
Individual 
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3. Openness and experimentation are about openness to new ideas, independent 

problem solving, continuous innovation and experimentation and integration of 

external knowledge, openness and creativity, continuous learning, 

entrepreneurship, and operation variety.  

4. Knowledge transfer and integration comprise of team work, team learning, 

integration of internal knowledge, knowledge transfer, transfer of knowledge 

and teamwork and group problem solving, and team orientation and memory 

orientation.  

There are various ways to conceptualize the relationship between knowledge 

management and organizational learning. Easterby-Smith and Lyles (2003) consider 

OL to focus on the process, and KM to focus on the content, of the knowledge that an 

organization acquires, creates, processes and eventually uses. Another way to 

conceptualize the relationship between the two areas is to view OL as the goal of KM. 

By motivating the creation, dissemination and application of knowledge, KM initiatives 

pay off by helping the organization embed knowledge into organizational processes so 

that it can continuously improve its practices and behaviors and pursue the achievement 

of its goals. From this perspective, organizational learning is one of the important ways 

in which the organization can sustainably improve its utilization of knowledge. Dixon 

(1994) suggested that “accumulated knowledge is of less significance than the 

processes needed to continuously revise or create knowledge” (p.6). These processes 

are closely related to the notion of continuous improvement through which an 

organization continuously identifies, implements and institutionalizes improvements. 

The improvements are embedded in the organization through routines that may be 

written policies, prescribed machine settings, quality control limits or best practices for 

dealing with frequently occurring circumstances. 

 

2.5.3 Knowledge management capabilities 

 

Steels (1993) defined knowledge management as a discipline with the 

objectives of promoting knowledge growth, knowledge communication, and 

knowledge preservation within an organization.  KM is promoted as an essential 

cornerstone for companies to develop sustainable competitive advantage and to remain 

at the forefront of excellence in a level playing field market.  
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Bose (2003) defined knowledge management as a business concept, which 

includes concerted, coordinated, and deliberate efforts to manage the organization's 

knowledge through the processes of creating, structuring, disseminating and applying 

it to enhance organizational performance and create value. The knowledge management 

strategy of an organization is predicated on shared learning, collaboration, and the 

sharing of knowledge. Furthermore, it is based on the belief that significant 

organizational productivity improvements can be achieved through retaining and 

reusing knowledge across the organization. Bose (2003) also categorized knowledge 

management capabilities into 7 groups: Knowledge creation and capture, Knowledge 

organization and storage, Knowledge retrieval, Collaboration & Work Flow, 

Distribution, Assimilation, and Transformation. 

Liu, Chen, and Tsai (2004) further explained that KMC not only refers to the 

ability to acquire knowledge and information, but also to the organizational capability 

of protecting knowledge and information in order to encourage staff to use this ability 

as a tool to work more efficiently. 

Bergeron (2003) described that KM approach or process consisted of eight 

fundamental components, namely acquisition, modification, use, archiving, transfer, 

translation, access, and disposal. Scholars have addressed several KM processes or 

activities, including acquisition or creation, storage, sharing or transfer, and usage or 

application (Almeida, 1996; Bouthillier and Shearer, 2002; Beckman, 1999; Wiig, 

1999). 

Gold, Malhotra, and Segars (2001) described KMC from the perspective of 

organizational capabilities that it consisted of knowledge infrastructures and knowledge 

management (KM) processes. Knowledge infrastructure includes technology, structure, 

and culture; while KM processes include the organizational capabilities of knowledge 

acquisition, conversion, application, and protection. Simultaneously, in order to 

effectively leverage knowledge infrastructure, it is crucial to rely on KM processes, 

which makes it possible to store, transform, and transfer knowledge. 

Knowledge has recently been recognized as one of the great assets for the firm 

besides other factor of production such as land, labor, and capital. With the rise of 

knowledge and information technology, the effective use of these has enabled firms to 

break the supply chain. This condition has created new complex business network that 

firms are forced to develop external partnership with. They also need to be innovative 

with the help of knowledge management (Gunsel 2011; Akgun 2007). 
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The process of knowledge management has been recognized as the creation of 

value through organizational intangible assets. Nielsen (2006) similarly discussed that 

organizations must possess strong knowledge management capabilities in order to 

remain competitive. KMC can help to develop and support work practices and routines. 

KMC also help organizations in dynamic environment as it can enable firms to react to 

fast changing market conditions.    

Malholtra (1997) viewed KM as a concept that have the purpose of satisfying 

customer expectations. KM help the firm to exploit human resources efficiently and 

design dynamic processes. 

The management of organizational knowledge can be a key lever for improving 

performance, boosting productivity and creativity, and facilitating innovation in 

corporate settings. (Mentzas, 2004). Organizations of all kinds are coming to the 

realization that knowledge is their greatest competitive asset. And as knowledge 

becomes the key strategic resource of the future, the need for organizations to develop 

a comprehensive understanding of knowledge strategies, processes, and tools for the 

creation, transfer, and deployment of this unique asset is becoming critical.  

The task of developing and applying “knowledge management” (KM) as a new 

discipline is a challenging endeavor. This new discipline must successfully respond to 

the diverse needs of companies in a timely fashion. For businesses that must compete 

in a daily changing world, superior management of knowledge is the key to innovation, 

productivity, and growth.  

KM is the creation and management of an environment which encourage 

knowledge to be created, shared, learnt, enhanced, and organized for the benefit of the 

organization (Kebede, 2010).  

The relationship between organizational learning and knowledge management 

are diverse among the studies. Majority of the literature converged by saying that OL 

is complementary to KM. Liao (2010) argued that organizational learning and 

knowledge management are different constructs and that organizational learning 

mediate the effect between knowledge management and organizational innovation.  

Easterby-Smith (1997) discussed that OL is about the process while KM is about the 

content of knowledge that the organization acquire, create, processes, and use as a 

capability to learn.   
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There were proposals of KM cycle models to explain the relationship between 

organizational learning and knowledge management. KM cycle models comprised of 

learning process and learning capability at organization level as depicted in figure 8. 

 

 

 

  

 

 

 

Figure 8 KM cycle model 

 

KM cycle models provide a useful way to organize one’s thinking about KM 

processes. There have been numerous KM processes cycle models that describe the 

relationships of the key processes of KM. KM cycle start from the creation or the 

acquisition of knowledge by an organization. Knowledge creation involves developing 

new knowledge or replacing existing knowledge with new content (Nonaka, 1994). The 

focus of this is usually on knowledge creation inside the boundary of the firm or in 

conjunction with partners. Creation referw to Nonaka’s (1994) four modes of 

knowledge creation: socialization (the conversion of tacit knowledge to new tacit 

knowledge through social interactions and shared experiences), combination (creating 

new explicit knowledge by merging, categorizing, and synthesizing existing explicit 

knowledge), externalization (converting tacit knowledge to new explicit knowledge) 

and internalization (the creation of new tacit knowledge from explicit knowledge). 

After new knowledge is created or acquired, KM mechanisms should be in place to 

prepare it to be entered into the organization’s memory in a manner that maximizes its 

impact and long term reusability. Knowledge refinement refers to the processes and 

mechanisms that are used to select, filter, purify and optimize knowledge for inclusion 

in various storage media. Organizational memory includes knowledge stored in the 

minds of organizational participants, that held in electronic repositories, that which has 

been acquired and retained by groups or teams and that which is embedded in the 

business’s processes, products or services and its relationships with customers, partners 

and suppliers (Cross and Baird, 2000). knowledge transfer or knowledge sharing has a 

wide organizational impact. Transfer involves the focused and purposeful 

communication of knowledge from a sender to a known receiver. Sharing is less-
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focused dissemination, such as through a repository, to people who are often unknown 

to the contributor (King, 2006). Once knowledge is transferred to, or shared with, 

others, it may be utilized through elaboration (the development of different 

interpretations), infusion (the identification of underlying issues), and thoroughness 

(the development of multiple understandings by different individuals or groups) (King 

and Ko, 2001). 

 

2.5.4 Organization innovation capabilities 

 

Firm innovation capability is defined as the development of new process, 

services, and products to fulfill the customer’s need and compete in the market. Firms 

innovate by means of collecting knowledge and relevant market information from the 

customers and competitors. Numerous studies suggested that firm innovation capability 

help the firm to cope with dynamic markets and increase the barrier against imitation 

by competitors (Singh, 2019). Innovation is the concept, method, process, and work 

approach as accepted as new or improved thing for an organization (Van de Ven, 1986; 

Everett, 1995). Kimbery (1981) added that innovation is considered an innovation only 

if it is perceived useful.  

The ability to innovate can reflect the firm’s capacity to create and use new idea 

for product and service development for organizational performance (Hernand, 2001). 

Kusiak (2009) defined innovation as a process with the aims of creating new products, 

knowledge, processes or services by the use of new or even existing knowledge. 

Therefore, innovation can be viewed as an organizational capability since it is the act 

of deploying resources with a new ability to create value (Yang, Rui, & Wang, 2006). 

Chen et al. (2004) also defined innovation as a new combination of fundamental 

elements of production. They took a different approach in defining innovation; they 

believe that innovation refers to the process of newly combining the main factors of 

production and injecting them in the system. Innovation is about the skills of 

implementing and managing research so as to use a new technology to come up with 

new products in the market that meet customer needs. Nisula and Kianto (2013) share 

the view that innovation is not restricted to the procedure of developing a new product, 

but it can also apply to the development of new processes and strategies, as well as 

coming up with new business ideas. They also state that innovation activities are not 

only a result of research centers but can occur anywhere within an organization. 



75 
 

Schiuma (2013) defined innovation as the resultant of exchanging implicit knowledge 

with codified knowledge and “an interactive process of learning and exchange where 

interdependence between actors generates an innovative system or an innovative 

cluster” (Schiuma, 2013). The author illustrates here the difference between two types 

of innovation, radical and incremental. The incremental innovation is defined as “line 

extensions or modifications of existing products”. Usually, incremental innovation does 

not lead to major change in business behaviour but enhances competences and provides 

more knowledge and opportunities. On the other hand, providing new technologies can 

lead to changing the whole market structure. 

Innovation may be the driver of digital transformation as innovation may spark 

transformation or vice versa as digital transformation may start as innovation initiative 

(Gobble, 2018) To manage digital innovation, digital evolution scanning is one of the 

key elements. The organization should be able to identify opportunities for innovation 

from digital environment by gathering information on new digital devices, emerging 

channels (eg. mobile payment, analytics, fintech, social media,etc.) and associated 

emerging user behaviors (Nylen, 2014). 

Innovation capabilities is defined as “the potential to generate new ideas, 

identify new market opportunities and implement marketable innovations by leveraging 

on existing resources and capabilities” (Hii and Neely, 2000, p. 5). The application of 

knowledge to knowledge is needed to promote innovation (Drucker, 1997). Another 

definition is the ability to mobilize the knowledge included its employees and combine 

it to create new knowledge resulting in product or process innovation (Kogut and 

Zander, 1992). Zhao (2005) gave the meaning of innovation capability as the 

application of relevant knowledge to the attainment of market value and is the 

successful implementation of creative ideas within an organization. Innovation 

capability is also defined as a vital factor that fosters innovation in the culture of an 

organization, and also as promoting the activities internally of comprehending and 

responding to the external environment properly (Akman & Yilmaz, 2008). 

Innovation capacity involves innovation culture, the capability of internal 

processes and the capability to comprehend the environment (Neely et al., 2001). 

Wonglimpiyarat (2010) stated that “Innovation capability refers to the ability to make 

major improvements and modifications to existing technologies and to create new 

technologies”. 

Regarding the components of innovation capabilities, Adler and Shenbar (1990) 
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stated that innovative capability is defined as: (1) the capacity of developing new 

products satisfying market needs; (2) the capacity of applying appropriate process 

technologies to produce these new products; (3) the capacity of developing and 

adopting new product and processing technologies to satisfy the future needs; and (4) 

the capacity of responding to accidental technology activities and unexpected 

opportunities created by the competitors. 

As Yang, Rui & Wang (2006) viewed innovation capability as an organizational 

capability, Un (2002) argued that this capability is dynamic capability in that it involves 

interaction between firm’s internal knowledge and the demands of the external market.  

Various researchers have elaborated innovation capabilities into different 

aspects. Wang and Ahmed (2004) classified innovations into five dimensions namely 

product innovations, market innovation, process innovation, behavioral innovation, and 

strategic innovation. Neely et al. (2001) applied a framework that analyses business 

performance, firm innovation and associated contextual factors. They divided 

innovation capability into three aspects. 

1) Innovation culture: the organization’s culture that embraces innovation culture by 

encouraging and supporting innovation.  

2) Internal processes capability: the ability to merge useful information and knowledge 

from various resources and encourage cooperation to create innovation.  

3) Capability to understand environment: the ability to comprehend the business 

embodiment in order to understand technological and market progression.  

Lawson and Samson (2001) studied how to develop innovation capability in 

organizations. The authors identified the aspects comprising innovation capability and 

showed how these aspects can assist in attaining effective innovation performance. 

They studied the model that focuses on innovation and innovation outcomes in which 

it forms the fundamental competitive strategy for companies. The model of innovation 

capability is aimed at providing a theoretical framework that highlights the most 

influential aspects on innovation success. Lawson and Samson divided innovation 

capability into seven aspects, as shown in the model of innovation capability  

1) Vision and strategy: there is a strong relation between vision, strategy and 

innovation, which is essential to innovation management. Successful innovation needs 

an obvious articulation of the joint vision and the organization’s expression of the 

strategic guidance. Strategy is the responsibility of identifying resources, procedures, 



77 
 

systems and products that companies adapt in order to overcome the presence of 

uncertainty in their environment; clarifying where a company needs to make decisions 

about which functions and business should be implemented and in which markets. Lack 

of innovation strategy will result in making interest and attention become scattered. 

Creating a clear vision can facilitate generating distinct products that compete in the 

market and have a competitive advantage.  

2) Harnessing the competence base: the capacity to utilize the appropriate resources by 

directing them effectively to where they are needed in order to generate successful 

innovation. Harnessing the competence base is divided into four important elements: 

resources management, variety of funding channels, innovation champions, and taking 

advantage of e-business principles.  

3) Organizational intelligence: “the capability to process, interpret, encode, manipulate 

and access information in a purposeful, goal-directed manner, so it can increase its 

adaptive potential in the environment in which it operates” (Lawson & Samson, 2001). 

Knowledge and ideas are the fundamental elements of the innovation processes; thus 

intelligent organizations can benefit from such information by lowering the ambiguity 

and the uncertainty of innovation. Furthermore, this enables them to determine new 

ways to exclude unprofitable options; this depends on the ability to create, 

communicate and take action as regards appropriate and up-to-date information. 

Organizational intelligence mostly involves learning about customers and learning 

about competitors, and is important for comprehending both markets and competitors.  

4) Creativity and idea management: Creativity can come as a result of consistency and 

repetition, such as the aggregation of millions of small acts by employees. On the other 

hand, it can arise from a revolutionary concept that brings a new product or strategy to 

the firm. Therefore, organizations should promote creativity in on the different levels 

and encourage staff to take a risk by trying and testing new methods or processes. 

Creativity can result from bringing new knowledge and applying it elsewhere, or may 

be vision-driven; that is, through setting a goal and seeking to achieve this goal 

according to the company’s needs. Creativity is considered to be the “process of 

generating ideas”.  

5) Organizational structure and system: For a company to be innovative, it needs a 

proper business structure. This structure should align with the surrounding 

environment; otherwise there is a great chance of failure. Organizational structure and 

system focus especially on the three elements of organizational structure, reward 



78 
 

systems, and ‘stretch’ goals for innovation  

6) Culture and climate: The right culture and climate play a big role in achieving 

innovation, or failing to do so. Culture and climate are composed of four components: 

“tolerance of ambiguity, empowered employees, creative time, and communication”.  

7) Management of technology: Technology management is important for companies. 

While shifting to external networks and using from the whole corporate knowledge 

base demonstrate that there is more concern with technology management within the 

company than with research and development. Several authors improved 

“technological competence audits” in order to enable companies to asses and manage 

their technological capacity, necessities and potentials against the general business 

goals. Innovative organizations have the ability to connect their main technology 

strategies with innovation strategy and market approaching strategy, and this linkage 

can create a strong technique for competitive advantage.  

Saunila (2014) studied the link between each aspect of innovation capability 

and overall performance in case of SMEs. The author divided innovation capability into 

seven aspects: participatory leadership culture, ideation and organizing structures, work 

climate and wellbeing, know-how development, regeneration, external knowledge, and 

individual activity  

1) Participatory leadership culture: This aspect refers to the general environment of an 

organization that advocates innovation, without omitting the role of leadership in 

facilitating innovation. It also considers the ability of the leader to lead, advocate and 

retain innovation practices in the organization. Thus, managers should allow staff to 

spend time and resources on developing personal skills.  

2) Work climate and wellbeing: This aspect is related to the wellbeing of the staff and 

also the work environment that facilitates innovation, such as cooperation and values. 

The probability of innovation is greater in a climate where employees show greater 

competence, integrity, reliability, loyalty to the firm, and openness to each other. 

Another relevant factor is an employee’s motivation as regards participating in the work 

community, as well as in relation to his or her own wellbeing.  

3) Ideation and organizing structures: these refer to the structures and systems that 

enable successful innovation, in relation to generating innovation, developing, 

implementing, and finally organizing the work tasks. Thus, specific innovation tools 

are required to ensure the flow of idea generation.  

4) Know-how development: this concerns the knowledge and competencies of the 
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employees that contribute to innovation capability. If a firm is serious about learning 

and development, then it should thoroughly understand its environment, which includes 

customers, competitors, and latest technology.  

5) External knowledge: this refers to the practice of availing of the knowledge in 

external networks to support the innovation capability of a firm. This is vital to the firm 

since collaboration with customers, competitors and suppliers can fill the gap in 

knowledge that the enterprise itself could not fill.  

6) Regeneration: this highlights the ability of an organization to learn from previous 

experience and to the proper use of the experience to foster innovation and improve 

operations. An organization should be mature enough to take the risk of learning from 

mistakes and allowing the learning curve to take its course.  

7) Individual activity: this is about people who are internally motivated and are keen to 

carry out work that will help to create an innovative work environment. Other authors 

suggest that firms should question their norms, practices and beliefs in order to develop 

a more innovative organization.  

 

2.6 Performance 

 

Barney (1991) defined competitive advantage as the status when the firm is 

“implementing a value creating strategy not simultaneously being implemented by any 

current or potential competitors”. While sustained competitive advantage was defined 

as the status when the firm is “implementing a value creating strategy not 

simultaneously being implemented by any current or potential competitors and when 

these firms are unable to duplicate the benefits of this strategy”. Sustained competitive 

advantage did not refer to calendar time but is about the ability to exist and not 

competed through other firm’s effect of duplication (Barney, 1991; Lippman and 

Rumelt, 1982; Rumelt, 1984). Competitive advantage is defined as a relative 

performance of competitors in a specific market environment. Competitive advantage 

typically refers to superior financial performance which can be described as value 

creation or above normal returns (Winter 1995; Peteraf and Barney, 2003).  

Firm performance is a measure of how well a firm is able to meet its goals and 

objectives compared with its primary competitors (Cao & Zhang 2011). Cho & Pucik 

(2005) stated that superior firm performance is typically characterized with 

profitability, growth and market value. Firm Performance is a complex and multi-
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dimensional construct (Kaplan and Norton, 1996). Borman and Motowidlo (1993) 

categorized performance into task performance and contextual performance. Task 

performance is the individual’s proficiency which one could perform and contribute to 

the organization’s technical core. While contextual performance is about activities that 

does not contribute to the organization’s technical core but help support the 

organization, social, and the psychological environment to purpose their goals.  

According to Melville (2004), firm performance consisted of business process 

performance and organizational performance. Business process performance refer to a 

range of measures associated with operational efficiency such as inventory turnover, 

quality improvement of design processes, on-time shipping, etc. Organizational 

performance include performance impact across all firm activities, with metrics 

capturing bottom-line impacts such as revenue, cost reduction, competitive advantage, 

etc. 

Numerous performance measurements are available for the firm to use for 

business management depending on the aspects and context. The most cited 

performance measurement framework is Kaplan and Norton (1993) ’s balanced 

scorecard (BSC) framework. These measures that drive performance are grouped into 

4 perspectives: 

1)Financial perspective: profitability measures such as operating income, return-on-

capital-employed, sales growth, generation of cash flow, or economic value-added, 

project profitability, profit forecast reliability, sales backlog, etc. 

2)Customer perspective: Pricing index tier II customers, customer ranking survey, 

customer satisfaction index, market share, customer retention, new customer 

acquisition, customer response time, and customer profitability. 

3)Internal business perspective : hours with customer, tender success rate, rework, 

safety incident index, project performance index, project closeout cycle, product 

design, product development, post-sale service, manufacturing efficiency, quality, etc. 

4)Innovation and learning perspective: %revenue from new services, rate of 

improvement index, staff attitude survey, employee suggestion, revenue per employee, 

the ability of employees, information systems, and organizational procedures to 

manage the business and adapt to change.  

Balanced score card (BSC) is the most used and validated measurement 

instrument by researchers in various cultures and contexts especially digital 

transformation. Some researchers categorized balanced scorecard into financial 
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performance and non-financial performance as shown in Table 11. Financial 

performance (Financial perspective) is about profitability, revenue growth, cost 

reduction, asset utilization (ROI). Profitability is the firm’s ability to earn income from 

assets deducted by expenses.  Non-financial performance is about customer 

satisfaction, market share (customer perspective), quality services, development of new 

products and services, other stakeholders satisfaction (Internal business perspective) 

and employee satisfaction (Innovation and learning perspective) (Drury, 2008; Tarigan 

et al, 2012). 

 

Table 11 The balanced scorecard model 

Financial Performance Financial 

Customer Performance 

Non-Financial 

Internal Business Process 

Performance 

Learning and Growth 

Performance 

 

Delaney and Huselid (1996) have categorized perceived performance measures 

into market performance and organization performance as follows. 

1.Market performance 

 Quality of products and services 

 Development of new products and services 

 Ability to attract essential employees 

 Ability to retain essential employees 

 Satisfaction of customer or clients 

 Relations between management and other employees 

 Relations among employees in general 

2.Organization performance 

 Marketing 

 Growth in sales 

 Profitability 

 Market share 
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According to Neely et al. (2005), performance measurement is “the process of 

quantifying the efficiency and effectiveness of action”. It is also defined as the 

procedure to quantify the activity of an event, action or input, or the outcome. It is also 

considered to be an action that depends on performance measurement and that can 

enhance processes, motivation and behavior. In addition, performance measurement 

reflects effectiveness in that it measures how much the firm is meeting customer 

requirements, and efficiency in that it measures how the organization avails of its 

resources from an economic point of view while maintaining an appropriate level of 

customer satisfaction (Neely et al., 2005; Saunila & Ukko, 2012). Taking an example 

that is related to the performance of manufacturing a reliable and good-quality product, 

with respect to effectiveness, increasing the reliability and quality of a product may 

result in increasing the rate of customer satisfaction. With respect to efficiency, 

business costs can be reduced by decreasing any flaws in a product, which leads to 

fewer warranty claims. Therefore, business performance level can be determined by the 

efficiency and effectiveness of operations (Neely et al., 2005). According to Tidd 

(2001), performance measurement is divided into two types: financial performance, 

such as profits and investment returns, and market performance, such as growth or 

share. Tangen (2004) examined two measures of firm performance, financial 

performance (e.g. profitability, market) and operational non-financial performance (e.g. 

flexibility, quality, productivity). Saunila (2014) and Kafetzopoulos and Psomas (2015) 

also divided performance into two classes: financial performance (profitability, net 

profit) and operational performance (productivity and quality). 

Saunila and Ukko (2012) reported that there are different types of measures 

such as “direct and indirect, objective and subjective, and financial and non-financial 

ones”. Indirect measures must be used in cases where items cannot be directly 

measured. Objective measures are conducted by using quantitative information 

whereas subjective measures are made relying on people’s opinions. Previously, 

performance measurement usually related to financial measures, but nowadays it is 

considered in terms of a comprehensive operation. In other words, many matters in an 

organization can affect organizational performance, such as management and 

leadership, operations quality, employee motivation, and a product’s ability to meet 

customers’ requirements. There are various purposes in using performance 

measurement, such as to lead activities, to communicate information and to motivate 

employees. 
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Performance measurement can be defined as the process of quantifying the 

efficiency and effectiveness of action. A performance measure can be defined as a 

metric used to quantify the efficiency and/or effectiveness of an action. A performance 

measurement system can be defined as the set of metrics used to quantify both the 

efficiency and effectiveness of actions (Neely, 1994). There are various ways in which 

these performance measures can be categorized, ranging from Kaplan and Norton’s 

(1992) balanced scorecard through to Fitzgerald et al.’s (1991) framework of results 

and determinants (Neely, 2005). Performance measure are different among industries. 

For example in manufacturing, important individual measures of performance are 

related to quality, time, cost and flexibility (Neely, 2005). Globerson (1985) suggested 

that the following guidelines can be used to select a preferred set of performance 

criteria.  

 Performance criteria must be chosen from the company’s objectives.  

 Performance criteria must make possible the comparison of organizations which are 

in the same business.  

 The purpose of each performance criterion must be clear. 

Key search terms included performance indicators, performance measurement, PI, KPI, 

organization and performance indicators, private industry performance indicators, 

governmental performance indicators, foundations and public sector performance 

indicators, etc (Star, 2016). 

Performance Measurement is defined as “the process of quantifying the 

efficiency and effectiveness of past [organizational] actions” (Neely, Adams, & 

Kennerley, 2002). The PMS is defined as the mechanism by which organizations 

engage such processes. The term performance indicator (PI) is applied in various 

disciplines in numerous ways. The words frequently used in the performance 

measurement field include performance measure, metric, performance indicator, key 

performance indicator (KPI), key result indicator (KRI), performance measure, lead 

indicator, lag indicator, initiative, strategy, goal, objective, target, priority, critical 

success factor (CSF), key result area (KRA), strategic theme, vision, mission 

Key performance indicators (KPIs) is one of vital instruments to measure 

performance. (Marr, B., 2012). The KPIs are groups into the following key business 

perspective disregarding industry type or sector. 

1.Financial perspective 



84 
 

2.Customer perspective 

3.Marketing and sales perspective 

4.Operational processes and supply chain perspective 

5.Employee perspective 

6.Corporate social responsibility perspective  

Key result indicators (KRIs) are expressed as measures which provide the vision 

of where you are going by “giving you a picture of whether you are traveling in the 

right direction. They do not, however, tell you what you need to do to improve results”. 

RIs summarize activity and all financial performance measures are RIs, KPIs represent 

a set of measures focusing on those aspects of organizational performance that are the 

most critical for the current and future success of the organization. PIs are instruments 

that tend to represent the health, progress and/or success of a project, process, or area 

of service delivery. They focus on resources and processes that are most likely to lead 

to successful outcomes and are usually short, focused, relevant, measurable, repeatable, 

and consistent (smartKPIs.com, 2010). 

Performance prism by Neely (2001): the performance prism is a second 

generation PM framework. This framework considers some of the failings of its 

predecessors and attempts to ameliorate them. The prism refers to facets which 

encompass a broader view than the contents of BSCs and other initial frameworks. In 

contrast to other frameworks, the performance prism considers all stakeholders, even 

those beyond the shareholder and customer. It suggests that stakeholders include 

employees, local communities, suppliers, regulatory agencies, and other interested 

groups. The performance prism consists of four facets:  

1st facet: Stakeholder facet 

2nd facet: strategies facet “The only reason an organization has a strategy is to deliver 

value to some set of stakeholders” 

3rd facet: Processes which addresses the processes required for successful 

implementation of strategies. A key theme is that a strategy can only deliver results if 

the organization’s processes are aligned. 

4th facet: Capabilities which are the combination of people, practices, technology and 

infrastructure that together enable execution of the organization’s business processes 

(both now and in the 

future) The key question associated with this facet becomes: “What are the capabilities 

we require to operate our processes?” This facet is essential because it allows the 
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organization to identify necessary resources, such as employees, finances, and 

materials. In addition, it defines the processes to develop these resources, such as 

training and mentoring of employees, identifying and obtaining the needed capital, and 

purchasing needed equipment. Finally, it suggests the ways in which to utilize these 

resources most effectively. 

5th facet: stakeholder contribution in a new way. For example, from the employees’ 

perspective, in return for job security, fair compensation, and recognition, the 

organization expects input and effort, in the form of ideas, suggestions, the 

development of expertise, and staff loyalty. 

Performance measurement is a multidisciplinary topic that is highly studied by 

both the management and information systems domains (business process management 

or BPM in particular). Different performance measurement models, systems and 

frameworks have been developed by academia and practitioners (Cross and Lynch 

1988; Kaplan and Norton 1996, 2001; EFQM 2010; Kueng 2000; Neely et al. 2000). 

While measurement models were initially limited to financial performance (e.g., 

traditional controlling models), a more balanced and integrated approach was needed 

beginning in the 1990s due to the challenges of the rapidly changing society and 

technology; this approach resulted in multi-dimensional models. Perhaps the best 

known multi-dimensional performance measurement model is the Balanced Scorecard 

(BSC) developed by Kaplan and Norton (1996, 2001). BSC is by far the most used 

performance measurement approach in the business world (Bain Company 2015; 

Sullivan 2001; Ulfeder 2004). Some of the most cited performance measurement 

models are the Balanced Scorecard (Kaplan and Norton, 1996, 2001), self-assessment 

excellence models such as the EFQM (2010), and the models by Cross and Lynch 

(1988), Kueng (2000) and Neely et al. (2000). A distinction should, however, be made 

between models focusing on the entire business (Kaplan and Norton 1996, 2001; 

EFQM 2010; Cross and Lynch 1988) and models focusing on a single business process 

(Kueng 2000; Neely et al. 2000). 

Cross and Lynch (1988) offer a four-level performance pyramid: (1) a top level 

with a vision, (2) a second level with objectives per business unit in market and 

financial terms, (3) a third level with objectives per business operating system in terms 

of customer satisfaction, flexibility and productivity, and (4) a bottom level with 

operational objectives for quality, delivery, process time and costs. 
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EFQM (2010) distinguishes enablers: (1) leadership, (2) people, (3) strategy, 

(4) partnerships and resources, and (5) processes, products and services from results: 

(1) people results, (2) customer results, (3) society results, and (4) key results and a 

feedback loop for learning, creativity and innovation.  

Table 12 demonstrate the comparison of most commonly used performance 

measurement models by Van Looy and Shafagatova (2016). 

 

Table 12 The comparison of our observed performance perspectives with the 

perspectives taken in the most commonly used performance measurement models in 

the literature (Kaplan and Norton 1996,2001; EFQM 2010; Kueng 2000; Cross and 

Lynch 1988) 

Balanced 

scorecard (Kaplan 

and Norton 

1996,2001) 

EFQM (2010) Kueng (2000) 

 

Cross and Lynch 

(1988) 

Financial 

perspective 

Key results Financial view Financial 

measures Market 

Measures 

Customer 

perspective 

Customer results Customer view Customer satisfac-

tion 

Internal business 

processes 

perspective 

Enablers 

(processes/prod-

ucts/services,people, 

strategy,partnerships/ 

resources,leadership) 

Overall Process 

perfor-mance 

based on the other 

viws as driving 

forces 

Flexibility 

Productivity 

Quality 

Delivery 

Process time 

Cost 

“Learning and 

growth” per-

spective 

People results 

Learning, creativity  

and  innovation 

Employee view 

Innovation view 

 

- 

- Society  results Societal view - 

 

 

Neely et al. (2000), on the other hand, present ten steps to develop or define 

process performance indicators. The process performance measurement system of 

Kueng (2000) is also of high importance, which is visualized as a “goal and 

performance indicator tree” with five process performance perspectives: (1) financial 

view, (2) customer view, (3) employee view, (4) societal view, and (5) innovation view. 

Kueng (2000) thus suggests a more holistic approach towards process performance, 

similar to organizational performance, given the central role of business processes in 

an organization. He does so by focusing more on the different stakeholders involved in 
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certain business processes 

Demartini (2017) studied about the usefulness of performance measurement 

systems in healthcare sector. The results revealed that the strategic use of non-financial 

performance measurement systems such as those in balanced score card (BSC) have 

positive effect on performance in terms of improved process and perceived managerial 

discretion. Numerous literature have underlined that non-financial  performance 

measurement  is significant for the quality improvement of healthcare services. CEO 

and manager of hospitals should use these indicators to align operational activities with 

organizational strategy, support forward-looking, enhance decision-making, and 

encourage organizational innovation (Demartini, 2014; Naranjo-Gil and Hartmann, 

2014). 

 

2.7 The relationship between Leadership styles (Transformational leadership and 

Transactional leadership) and other variables related to performance: dynamic 

capabilities, organizational learning capabilities, knowledge management 

capabilities, and organizational innovation capabilities.  

 

Aragon-Correa (2007) proposed a model to explain leadership style, 

organizational learning, firm Innovation, and performance.  Data were collected from 

408 large firms in four sectors in Spain. Organizational learning had a stronger direct 

influence on innovation than CEO transformational leadership for our sample; 

however, leadership had a strong, significant influence on organizational learning, 

indirectly affecting firm innovation. Additionally, innovation positively and 

significantly influenced performance. Organizational learning also positively affected 

performance, but interestingly mainly through innovation. 

García-Morales (2012) analyzed the influences of transformational leadership 

on organizational performance through the dynamic capabilities of organizational 

learning and innovation. Data were collected from 168 Spanish firms. Transformational 

leadership influences organizational performance positively through organizational 

learning and innovation. Organizational learning influences organizational 

performance positively, both directly and indirectly through organizational innovation. 

Organizational innovation influences organizational performance positively.  

Noruzy et al. (2013) conducted a study is to determine relations between 

transformational leadership, organizational learning, knowledge management, 
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organizational innovation, and organizational performance among Iranian 

manufacturing companies. Data were collected from 280 senior, executive, 

administrative, and other-level managers from Iranian manufacturing companies. 

Transformational leadership directly influenced organizational learning and knowledge 

management. Organizational learning directly and positively influenced knowledge 

management of manufacturing firms. Transformational leadership positively 

influenced organizational innovation and organizational performance of manufacturing 

firms. Organizational learning and knowledge management directly influenced 

organizational innovation; whereas organizational learning and organizational 

innovation directly influenced organizational performance among manufacturing firms. 

investigate relationships between those variables in different cultural and 

organizational setting. Finally, our model analyzes only some factors affected by 

transformational leadership. 

Lopez-Cabrales (2017) analyzed the antecedents of the development of 

dynamic capabilities from an HRM perspective, considering the leading role of 

leadership styles and their potential impact on the orientation of HR systems and a 

firm’s capabilities. Data were collected from 107 Spanish industrial firms. Both 

transactional and transformational leadership styles are positively associated with 

dynamic capabilities (sensing, seizing and reconfiguration), directly and indirectly, 

through their effects on HR systems. 

Zagoršek (2009) studied the impact of transformational leadership and 

transactional leadership on the organizational learning process. It was found that 

transformational leadership and contingent reward part of transactional leadership have 

a strong impact on all organizational learning process. 

Akay and Demirel (2017) examined the influence of transformational 

leadership on organizational innovation through the mediating effect of organizational 

learning and knowledge management in Turkish HR consulting companies. The results 

showed that transformational leadership indirectly influenced organizational 

innovation through the intervening effect of organizational learning and knowledge 

management. 

Al-Abrrow (2014) similarly found that Transformational leadership has a 

significant positive effect on organizational performance, and this relationship was 

moderated by both organizational learning and intellectual capital. 

Nguyen (2011) examine the influence of transformational and transactional 
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leadership behaviors on KM, and the moderating effect of organizational culture on this 

relationship, in the context of small-to-medium sized enterprises (SMEs) operating in 

Australia. The results revealed that both transformational and transactional leadership 

are positively related to KM practices. They also reveal that charismatic leadership and 

contingent reward leadership behaviors have greater influence on all the dimensions of 

KM practices. 

Rehman et al. (2019) see the mediating effect of innovative culture and 

organizational learning between leadership styles and organizational performance in 

Malaysian SMEs Data were collected from 384 owners/managers from Malaysian 

SMEs. Leadership styles have a significant influence on organizational learning, 

innovative culture, and organizational performance. Innovative culture and 

organizational learning significantly mediate between leadership styles and 

organizational performance. 

In healthcare sector, Gowen (2009) examined the efficacy of transformational 

leadership, knowledge management, and quality initiatives, each of which has been 

proven effective in health care organizations. Data were collected from 370 U.S. 

hospitals. Transformational leadership and quality management improve knowledge 

management. In addition, transformational leadership is fully mediated by knowledge 

responsiveness and quality management is partially mediated by knowledge 

responsiveness for their effects on organizational performance.  

Jabnoun (2005) investigates the relationship between transformational 

leadership, transactional leadership and service quality in UAE hospitals. The result 

found that service quality was found to be positively related to all dimension of 

transformational leadership and the transactional leadership dimension of contingent 

reward. The two dimensions of active exception and passive avoidant leadership were 

negatively related to service quality. 

Arif (2018) investigated transformational leadership impact on organizational 

performance and the mediating role of organizational innovation. The study revealed 

that organizational innovation has mediated significant impact on organizational 

performance. The research found that transformational leadership and organizational 

performance has strong relationship.  
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2.8 The relationship between IT capabilities and other variables related to 

performance: dynamic capabilities, organizational learning capabilities, 

knowledge management capabilities and organizational innovation capabilities. 

 

Initially, it was thought that IT capability was directly related to organizational 

performance (e.g., Bharadwaj, 2000; Santhanam and Hartono, 2003). Bharadwaj 

(2000) employed the resource-based view to develop the theoretical links and 

empirically examine the association between IT capability and business performance. 

It was found that firms with high IT capability tend to outperform a control sample of 

firms on a variety of profit and cost-based performance measures. It was suggested at 

that time that additional research was needed to identify the full chain of variables 

connecting IT capability to firm performance. Aral (2007) further found that IT 

investment allocations and organizational IT capabilities drive differences in firm 

performance. Firms’ total IT investment is not associated with performance. A system 

of organizational IT capabilities strengthens the performance effects of IT assets and 

broadens their impact beyond their intended purpose. 

However, recent studies have started to open up the link between IT capability 

and organizational performance. Pavlou and El Sawy (2005) show that IT capability 

affects dynamic capabilities which in turn affect performance; Tippins and Sohi (2003) 

show IT capability affects organizational learning which in turn affects performance; 

Tanriverdi (2005) shows that KM capability mediates the relationship between IT 

capability and organizational performance. Singh (2006) highlights the rich and 

enabling role of IT capability in positively enforcing KM capability. Sambamurthy et 

al. (2003) developed a theory to show that IT capability affects agility, which in turn 

affects performance. Thus, our study is one of a few studies that offer another 

perspective on how IT capability also affects KM capability, which in turn affects 

performance through innovation agility and competitive actions. Butwapee (2018) 

argued that the effect of IT investment on organizational performance through 

innovation capabilities in the electronic industry of Thailand. IT investment has positive 

direct relationship with innovation capabilities, IT investment has positive direct 

relationship with organizational performance, and IT investment has indirect 

relationship with organizational performance through innovation capabilities. 

Nwankpa and Roumani (2016) tested the model of digital transformation and 

found that IT capability positively influences digital transformation. Digital 
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transformation mediate the influence of IT capability and firm performance. Innovation 

also mediate the effect of digital transformation on firm performance. 

 

2.9 The effect of dynamic capabilities, organizational learning capabilities, and 

knowledge management capabilities on organizational innovation capabilities 

 

Liao (2010) studied the relationship between knowledge management, 

organizational learning, and organizational innovation. The results revealed that 

organizational learning is the mediating variable between knowledge management and 

organizational innovation. 

Ferreira (2018) examined the impact of dynamic capabilities on 

competitiveness and performance of companies, considering the mediating role played 

by innovation capabilities. The results show the existence of a positive direct and 

indirect influence of dynamic capabilities on competitive advantage and performance 

variables as well as a direct impact on innovation capabilities. 

Lei-Yu Wu (2007) The results showed that dynamic capabilities helped to 

leverage entrepreneurial resources to benefit start-up performance. Dynamic 

capabilities mediated between entrepreneurial resources and performance.  

As mentioned in section 2.8, many researcher found and supported the direct effect of 

organizational learning and knowledge management on organizational innovation 

(Noruzy et al., 2013; Aragon-Correa, 2007; García-Morales, 2012). 

Yini Lin (2014) explored the relationship among VRIN resources, non-VRIN 

resources, dynamic capabilities, and firm performance from 157 top Taiwanese 

companies.  It was found that VRIN resources can enhance firm performance while 

non-VRIN have insignificant effect. Dynamic capabilities significantly mediates VRIN 

resource to improve firm performance. Among 3 dynamic capabilities, learning 

capabilities has the most significant mediating effect. 

 

2.10 The relationship between organizational innovation capabilities and 

performance 

 

The firm’s innovativeness can be measured by the willingness to change and 

the level of innovation adoption which are positively associated with performance 

(Calantone et al., 2002). Saunila (2014) studied the connection between innovation 



92 
 

capability and firm performance within SMEs. The author divided innovation 

capability into seven aspects and found that only three aspects of innovation capability 

have an influence on overall firm performance; these are know-how development, 

ideation and organizing structures, and leadership culture. Bowen et al. (2010) similarly 

found that there is a positive correlation between organizational innovation and 

performance. Therefore, innovation should be well understood and well managed by 

managers to increase operational performance in the organization (Saunila, Pekkola & 

Ukko, 2014). 

 Other factors such as performance such as innovation speed and innovation 

magnitude can also affect firm’s performance. The innovation speed is a sign of an 

organization’s resources and capabilities as well as the swiftness of adopting 

procedures or products that are in the field of interest in the industry. It significantly 

affects financial performance in term of average return on assets (Saunila, 2014). 

Innovation speed affect performance at organization level. An increase in innovation 

speed will result in a decrease in development costs which in turn have a positive effect 

on product quality. Innovation magnitude means the number of innovations adopted by 

an organization. By adopting innovations, the firm will achieve greater benefits, profits 

and reduced organization cost (Gopalakrishnan, 2000). 

 Hashi & Stojcic (2013) studied about R&D expenses as a measure of 

innovation and found that R&D expenses can be used as one of the measures of 

innovation. Productivity growth is related to R&D investment. Nevertheless, R&D 

expenditure has limitations when it is used as an innovation measure. R&D expenditure 

does not represent all the efforts of innovation. For example, small firms that fund all 

activities together and do not allocate dedicated funds to an R&D department. In 

contrary with bigger firms that has R&D department which cooperated with universities 

or agencies, R&D expenditure could be used as a measure of innovation. Ultimately, 

more R&D expenditure does not always and necessary lead to more innovations.  

 As mentioned in section 2.8, Arif (2018) found the indirect effect of 

transformational leadership on organizational performance, the direct effect of 

transformational leadership on organizational innovation, and the direct effect of 

organizational innovation on organizational performance. The study revealed that 

organizational innovation has mediated significant impact on organizational 

performance.  
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2.11 Summary of literature and literature framework 

 

 From section 2.7 to 2.10 mentioned above, it can be concluded that there is 

consistency in the mechanism or chain of variables of how leadership style and IT 

capabilities affect performance. The related literatures are summarized in table 13 to 

show all the variables and their relationship as also depicted in figure. All the literatures 

reviewed are chosen on the condition that the method conducted the studies were 

quantitative approach with path analysis such as simple regression, multiple regression, 

and structural equation modelling (SEM).  

 

Table 13   Variables from literature review 

Study Variables Literature sources 

Independent 

variables 

(IDV) 

Dependent 

variables 

(DV) 

Mediator 

(M) 

Transformational 

leadership 

Arif (2018); Khan 

(2009); Abi (2017); 

Lopez-Cabrales 

(2017); Aragon-

Correa (2007); 

Noruzy et al. (2013); 

Pongpearchan (2015); 

Aragon-correa 

(2007); García-

Morales (2012); 

Akay (2017); Gowen 

(2009); Al-Abrrow 

(2014); Jabnoun 

(2005); Nguyen 

(2011); Rehman et al. 

(2019); Abbasi 

(2013); Zhu (2005) 

   

Transactional 

leadership 

Lopez-Cabrales 

(2017); Jabnoun 

(2005); Nguyen 

(2011); Rehman et al. 

(2019) 

   

IT capabilities 

(IT competency) 

Tippins and Sohi 

(2003); Nwankpa and 

Roumani (2016); 

Aral (2007); Turulja 

(2016); Bharadwaj 

(2000); Butwapee 

(2018); Aral (2007); 

Pavlou and El Sawy 

(2011) 
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Study Variables Literature sources 

Independent 

variables 

(IDV) 

Dependent 

variables 

(DV) 

Mediator 

(M) 

VRIN 

Resources/ 

Entrepreneur 

resource 

Yini Lin (2014); Lei-

Yu Wu (2007) 
 

 

 

 

 Knowledge-

oriented 

leadership 

Naqshbandi (2018) 
   

Dynamic 

capabilities 

Wilden (2013); 

Protogerou et al. 

(2011), Karimi 

(2015) ; Pavlou and 

El Sawy (2011) 

  
 
 
 

Lopez-Cabrales 

(2017)  
   

Abi (2017); Lei-Yu 

Wu (2007); Yini Lin 

(2014); Ferreira 

(2018) 

   

Organizational 

innovation 

capabilities 

Nwankpa and 

Roumani (2016); 

Aragon-correa 

(2007); Nasqshbandi 

(2017); Butwapee 

(2018) 

  
 
 
 

Organizational 

learning 

capabilities 

Aragon-Correa 

(2007); Tippins and 

Sohi (2003); García-

Morales (2012); 

Noruzy et al. (2013); 

Aragon-correa 

(2007); Akay (2017); 

Al-Abrrow (2014); 

Rehman et al. (2019); 

Abbasi (2013); Liao 

(2010) 

 

   

Knowledge 

management 

Capabilities 

Noruzy et al. (2013); 

Naqshbandi (2018); 

Al-Bahussin (2013); 

Akay (2017); Gowen 

(2009); Al-Abrrow 

(2014)  

   

Liao (2010)     

Nguyen (2011)     

HRM 

capabilities 

Turulja (2016); 

Lopez-Cabrales 
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Study Variables Literature sources 

Independent 

variables 

(IDV) 

Dependent 

variables 

(DV) 

Mediator 

(M) 

(2017); Pongpearchan 

(2015); Zhu (2005) 

Al-Bahussin (2013)     

Organizational 

innovation 

Khan (2009); Akay 

(2017) ; Ferreira 

(2018); Liao (2010); 

Naqshbandi (2018)   

   

 García-Morales 

(2012); Noruzy et al. 

(2013); Al-Bahussin 

(2013); Arif (2018) 

   

Organization 

culture 

Al-Bahussin (2013); 

Nguyen (2011); 

Abbasi (2013) 

   

Innovative 

culture 

Rehman et al. (2019) 
   

Quality 

management 

Gowen (2009) 
   

Marketing 

capabilities 

Protogerou et al. 

(2011) 

 

   

Ferreira (2018)  

 
   

Technological 

capabilities 

Protogerou et al. 

(2011); Karimi 

(2015) 

   

Performance 

(Organizational) 

Arif (2018); Turulja 

(2016); Lei-Yu Wu 

(2007); Aral (2007); 

Arif (2018); 

Protogerou et al. 

(2011); Karimi 

(2015); Yini Lin 

(2014); Wilden 

(2013); Nwankpa and 

Roumani (2016); 

Aragon-Correa 

(2007); Bharadwaj 

(2000); Noruzy et al. 

(2013); Al-Bahussin 

(2013); Butwapee 

(2018); Aragon-

correa (2007); 

García-Morales 

(2012); Gowen 

(2009); Al-Abrrow 

(2014); Rehman et al. 
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Study Variables Literature sources 

Independent 

variables 

(IDV) 

Dependent 

variables 

(DV) 

Mediator 

(M) 

(2019); Ferreira 

(2018); Abbasi 

(2013); Jabnoun 

(2005); Pongpearchan 

(2015); Zhu (2005); 

Pavlou and El Sawy 

(2011) 

 

From the background literature discussed above, the literature framework is 

made in order to summarize all the related variables and their complex relationships as 

shown in figure 9 . From the literature framework, relevant variables and path chosen 

to study. By doing this, the researcher can narrow down the scope of the research and 

make specific contribution to academics and practitioners. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 9 Literature framework 
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2.12 Hypothesis development 

 

Building on the background literature discussed above, the researcher proposed 

that leadership styles (transformational leadership and transactional leadership) and IT 

capability have indirect effect on firm performance through the mediating effect of 

dynamic capabilities, organizational learning capability, and knowledge management 

capability which in turn effect organizational innovation capabilities and firm 

performance respectively. The specific hypotheses are discussed below. 

Both transactional (contingent reward) and transformational leadership styles 

are found to be positively associated with dynamic capabilities (sensing, seizing and 

reconfiguration), directly and indirectly (Cabrales, 2017). Therefore, we propose that:  

H1 :Transformational leadership has significant and positive effect on dynamic 

capabilities 

H2 :Transactional leadership has significant and positive effect on dynamic capabilties 

Transformational leadership had a strong and significant influence on 

organizational learning which in turn affect organizational innovation and performance 

respectively  (Aragon-Correa, J. A. (2005), Garcia-Morales et al., 2007). Noruzy et al. 

(2012) had studied the relationship between transformational leadership, organizational 

learning, knowledge management, organizational innovation and performance in 

Iranian manufacturing firms. It was found that transformational leadership indirectly 

influenced organizational performance through organizational learning, knowledge 

management, and organizational innovation.  Akay and Demirel (2017) similarly 

discovered that transformational leadership was the key contributing factor for 

organizational learning and knowledge management which in turn influence 

organizational innovation. Dynamic capabilities have indirect effect on performance 

and direct effect on organizational innovation capabilities (Ferreira ,2018). Therefore, 

we propose that:  

H3 :Transformational leadership has significant and positive effect on organizational 

learning capabilties 

H4 :Transformational leadership has significant and positive effect on knowledge 

management capabilities 
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H5 :Organizational learning capabilties have significant and positive effect on 

Organizational innovation capabilities 

H6 :Knowledge management capabilities have significant and positive effect on 

Organizational innovation capabilities 

H7 :Dynamic capabilties have significant and positive effect on Organizational 

innovation capabilities 

H8 :Organizational innovation capabilities have significant and positive effect on 

Performance 

Ngyyen (2009) examined the influence of transformational and transactional 

leadership behaviors on knowledge management. The results showed that both 

transformational and transactional leadership especially contingent reward were 

positively related to knowledge management. Furthermore, contingent reward proxy of 

transactional leadership was found to have a significant impact on organizational 

learning (Zagoršek, 2009; Alsabbagh, 2016). Therefore, we propose that: 

H9 : Transactional leadership has significant and positive effect on knowledge 

management capabilities 

H10 : Transactional leadership has significant and positive effect on organizational 

learning capabilties 

IT capabilities was studied and found to have direct effect on performance 

according to resource based view of the firm (Bharadwaj, 2000). Later, researches on 

IT capability has found that IT capabilities had a significant and direct positive impact 

on organizational learning (Tippins and Sohi, 2003), dynamic capabilities (Pavlou and 

El Sawy, 2005), and knowledge management capability (Tanriverdi, 2005). Therefore, 

we propose that: 

H11 : IT capabilities have significant and positive effect on dynamic capabilties 

H12 : IT capabilities have significant and positive effect on organizational learning 

capabilties 

H13 : IT capabilities have significant and positive effect on knowledge management 

capabilities  

There are numerous studies supporting the significant effect of transformational 

leadership and transactional leadership on performance. Den Hartog, D. N., & 
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Koopman, P. L. (2002) found that transactional and transformational leadership are 

both related to employee satisfaction and performance, organizational effectiveness, 

employee turnover and customer satisfaction. Arif (2018) support that transformational 

leadership is strongly associated with organizational performance. Concerning the 

direct link between IT capabilities and performance, there few early studies supporting 

the significant effect of IT capabilities on performance. Bharadwaj (2000) pioneer the 

study regarding the direct link between IT capabilities and performance. Firms with 

effective IT capabilities are performing better than competitors. Santhanam and 

Hartono (2003) propose the same and add that IT capabilities has a sustained impact on 

firm performance. Therefore, we propose that: 

H14 : Transformational leadership has significant and positive effect on performance 

H15 : IT capabilities has significant and positive effect on performance 

H16 : Transactional leadership has significant and positive effect on performance 

 

2.13 Conceptual framework 

Building on the background literature reviewed, Figure 10 illustrate the 

research model with hypotheses. The study proposed that leadership styles 

(transformational leadership and transactional leadership) and IT capability have 

indirect effect on firm performance through the mediating effect of dynamic 

capabilities, organizational learning capability, and knowledge management capability 

which in turn effect organizational innovation capabilities and firm performance 

respectively. 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 10 Conceptual framework with hypotheses 
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CHAPTER 3: 

Research Methodology 

 

Introduction 

 

The purpose of this study was to understand the relationships between 

leadership styles, IT capabilities, dynamic capabilities, organizational learning 

capabilities, knowledge management capabilities, organizational innovation 

capabilities and performance for healthcare sector in digital era. The research also 

aimed to determine the modelling and causal effects of these variables. The survey 

method where primary data was collected formed the basis of the chosen methodology 

for this research study. This study therefore uses quantitative approach to test the 

research model. 

This chapter elaborate about the research methodology of this study which 

includes research design, research tools, research survey, experiments and data 

collection, data measurement and analysis, and discussion. The research methodology 

selected was used as the mechanism for understanding the overarching research 

question. 

Quantitative study was conducted. Quantitative research is applied in response 

to relational questions of variables within research, and in the context of the current 

research, these variables are leadership styles, IT capabilities, HRM capabilities, 

dynamic capabilities, and performance in digital transformation context. Quantitative 

research builds on existing literature and is specific in its surveying and 

experimentation (Williams, 2007). Quantitative research is further less subjective than 

qualitative research as qualitative research depends on the observer's interpretation of 

the results to create meaning, and is, therefore, less researcher dependent (Zikmund et 

al., 2009). Disadvantages to quantitative research include not being able to understand 

and explain why the results and therefore the relationships as measured exists. 

We use survey method by structured questionnaire. A mixture of online, paper, 

and tablet questionnaire will be used to increase the response rate. Zikmund et al. (2009) 

proposed techniques to improve the response rate, which included personalized email 

invitations to each potential participant as well as reminders to participate. As per 

Saunders and Lewis (2012), studies using web-based methods reported higher response 
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rates than traditional paper-based methods. 

After the quantitative data is analyzed, we will conduct qualitative method or 

inductive approach to augment or support the quantitative outcomes. We will use 

individual interview as the data collection tool for the qualitative part. 

Therefore, the research choice was mixed method. A major advantage of mixed 

research methods is that “it enables the researcher to simultaneously answer 

confirmatory and exploratory questions, and therefore verify and generate theory in the 

same study” (Tashakkori and Teddlie, 2003, p. 15). 

 

3.1 Research Philosophy and Design 

 

A research philosophy is a belief about the way in which data about a 

phenomenon should be gathered, analyzed and used. The term epistemology, which is 

about what is known to be true, encompasses the various philosophies of research 

approach. It is the process of transforming things believed into things known. Two 

major research philosophies have been identified in the Western tradition of science, 

namely positivist (sometimes called scientific) and interpretivist (also known as anti- 

positivist) (Galliers, 1991). Regarding positivism, positivists believe that reality is 

stable and can be observed and described from an objective viewpoint (Levin, 1988). 

The positivism paradigm has its focus on the use of quantitative methods which are 

used to test hypothesis or relationship between variables.   

Interpretivists contend that only through the subjective interpretation of and 

intervention in reality can that reality be fully understood. The study of phenomena in 

their natural environment is key to the interpretivist philosophy, together with the 

acknowledgement that scientists cannot avoid affecting those phenomena they study. 

They admit that there may be many interpretations of reality, but maintain that these 

interpretations are in themselves a part of the scientific knowledge they are pursuing. 

Interpretivism has a tradition that is no less glorious than that of positivism, nor is it 

shorter. The interpretivism is closely related to qualitative method which is used to 

explore or gain insight of social phenomena. 
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This research is positivism according to the manner and method of this study. 

For the approach, a deductive approach is used for developing theories and testing the 

hypothesis.   

 

3.2 Population and Sampling Method 

 

3.2.1 Target population 

 

The target population in this research is personnel responsible for managing 

Thai private hospitals and clinics in Bangkok, Thailand. There are total of 382 private 

hospitals, and 30,850 private clinics in Bangkok (The department of health service 

support, ministry of health, 2019). The respondents’ position in the organizations 

should be managers or management level who are able to answer questions regarding 

the strategy, leadership, and management decisions. These include managers, medical 

director, chief executive officer (CEO), and owner/shareholder who is involved in 

management decisions. The target population is attained by the private hospital 

association of Thailand and the association of private clinics. To identify the target 

population, the screening question is placed at the beginning of the questionnaire before 

sample demographics to check whether the respondent is involved in the management 

decisions or not.   

 

3.2.2 Sample Size 

 

For structural equation modelling (SEM), there is no consensus in the literature 

regarding what would be the appropriate sample size for SEM. (Baron and Kenny 1999, 

Fritz and MacKinnon, 2007). A reasonable sample size for a simple CFA model is about 

N = 150, while N = 200 replication studies showed normally distributed data. 

(Tabachnick and Fidell, 2001). Kim (2001) and Kline (2010) suggested that sample size 

between 200-400 is adequate. The ideal target of 400 respondents is aimed. Kline 

(2011) guided that an adequate sample size should be 10 times of the amount of 

parameters in path analysis. There are 40 items in this research. Hence, at least 400 

valid responses should be acquired.   
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3.3 Data Collection 

 

Quantitative research relies on approaches such as surveys and gathers data 

through instruments which provide statistical data (Creswell, 2005). The survey method 

was also utilized by the researchers in the literature reviewed. The survey method, 

therefore, enabled the measuring of transformational leadership, transactional 

leadership, IT capabilities, dynamic capabilities, organizational learning capabilities, 

knowledge management capabilities, organizational innovation capabilities, and 

performance. Through the data collection process, it has allowed us to examine and 

understand the relationships between these constructs.  

The questionnaires were distributed to private hospitals and clinics in Bangkok 

by randomized sampling method to cover 111 private hospitals and 500 private clinics 

in 50 districts of Bangkok. The first step of data collection process was to identify 

potential respondent by phone calls or social network application. After the 

confirmation by phone or social network application, Structured questionnaires are 

mailed or uploaded online for the respondent to answer. After the questionnaire was 

finalized, sample collection was started. The period of data collection was from 

September 2019 to December 2019 

 

3.3.1 Data Collection Instrument 

 

Questionnaire is an instrument used to collect data. The information was 

collected through self-administered structured questionnaires distributed personally by 

the researcher to ensure a high response rate. The majority (95%) of the data are 

gathered from online based questionnaires while the rest are from paper based 

questionnaire. The questionnaires are in English and are translated into Thai to enable 

the participants to understand information clearly. Next, Bi-lingual certified 

professional translates the questionnaires back into English. Developed questionnaire 

has been tested for reliability and validity. A pilot study aiming for at least 30 

respondents will be done to assess the reliability and validity of the questionnaires. The 

reliability of each question and construct will be determined by Cronbach alpha of 0.7-

0.8 or above. The validity of each question and construct will be tested by confirmatory 

factor analysis (CFA). Factor loading of 0.4 or above is acceptable. Structural model 
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fitness will also be tested by the goodness of fit and model modification will be done 

until acceptable model fit is achieved.  

 

3.3.2 Questionnaire Design and Pre-testing 

 

The questionnaire was designed based on the questions identified in the 

measurement instrument section. The questionnaire, as per Appendix A and B, was 

standardized and simplified using fixed alternatives utilizing a Likert scale. As per 

Zikmund et al. (2009), Likert scales is a measure of attitudes allowing respondents to 

rate how strongly they agree or disagree with a statement towards some object and is a 

simple method to administer. Using Likert scales further aided the researcher in the 

coding, interpretation and analysis of the survey results and removed any unnecessary 

steps which may introduce errors (Zikmund et al., 2009). Semantic differential scales 

are used for performance measurement as the respondent will be asked to rate their 

performance within the past three years.  

Questionnaires are divided into two parts. Part1: Sample characteristics are 

classified as respondent profile and company profile as follows: Respondent profile 

include gender, age (years), education, job title. Company profile include number of 

employees and age of the organization (years). Part2: Eight variables assembling the 

conceptual framework of this research include transformational leadership, 

transactional leadership, IT capabilities, dynamic capabilities, organizational learning 

capabilities, knowledge management capabilities, organizational innovation 

capabilities, and performance. The screening question is placed at the beginning of the 

questionnaire before sample demographics to check whether the respondent is involved 

in the management decisions or not.   

 

3.3.3 Development of Measurement Items 

  

Measurement instruments in the form of questionnaires for transformational 

leadership, transactional leadership, IT capabilities, dynamic capabilities, 

organizational learning capabilities, knowledge management capabilities, and 

organizational innovation capabilities to enhance performance in digital era. 

Although variations across the studies were found, the conceptual 

measurements were consistent. We summarized the measures of each construct as 
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follows. 5 point likert scales were used for the questionnaires of each construct. To 

develop measures for each construct, we adopted items from literatures as shown in 

table 14. Each construct is a first-order factor consisted of five items. 

 

Table 14   Construct and literature source 

Construct Literature source 

Transformational leadership 
Noruzy et al. (2013), Garcia Morales et al. (2012), 

Rehman et al. (2019). 

Transactional leadership Rehman et al. (2019), Pearce and Sims (2002). 

IT capabilities 
Tippins and Sohi (2003), Nwankpa and Roumani 

(2016), Turulja  (2016). 

Dynamic capabilities Pavlou and El Sawy (2005), Drnevich (2011) 

Organizational learning 

capabilities 
Garcia-Morales et al. (2012), Rehman et al. (2019) 

Knowledge management 

capabilities 
Al-bahussin (2013), Noruzy et al. (2013). 

Organization innovation 

capabilities 
Akman (2008), Nwankpa and Roumani (2016). 

Performance 
Gowen (2009), Garcia-Morales et al. (2012), and 

Noruzy et al. (2013) 

 

Transformational Leadership  

 

To measure transformational leadership, measurements from Noruzy et al. 

(2013), Garcia-Morales et al. (2012), and Rehman et al. (2019) were used. 

Transformational leadership is a first-order factor consisted of five first-level factors as 

follows. 

1. The management is always on the lookout for new opportunities for the 

unit/department/organization. 

2. The management transmit the organization’s mission, vision, and purpose to all of 

the employees. 

3. The management encourage employees to rethink about old problems and ideas in 

new ways. 
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4. The management is able to increase employees’ level of enthusiasm. 

5. The organization has leaders who are capable of motivating and guiding their 

colleagues on the job. 

5 point likert scales are used for the questionnaires 

 

IT capabilities  

 

To measure IT capabilities, measurements from Tippins and Sohi (2003), Nwankpa and 

Roumani (2016), and Turulja (2016) were adopted. IT capabilities is a first-order factor 

with five measurement questions as follows. 

1. The organization use IT or digital technologies to collect and analyze market 

information. 

2. There is clarity of vision regarding how IT or digital technologies contributes to 

business value. 

3. The organization have the knowledge to utilize and maintain digital based 

communication links with our customers. 

4. Our members are linked by computer network or social network. 

5. The organization constantly keep current with new information technology 

innovations. 

5 points Likert scales are used for the questionnaires  

 

Transactional Leadership (Contingent rewards) 

 

To measure transactional leadership, measurements from Rehman et al. (2019) and 

Pearce and Sims (2002) were used. Transactional leadership is a first-order factor 

consisted of five first-level factors as follows. 

1. The management provide an assistance in exchange for employees’ efforts. 

2. The management discuss in specific terms that are responsible for achieving 

performance target. 

3. The management make clear what one can expect to receive when performance goals 

are achieved 

4. The management express satisfaction or compliment when employees meet 

expectations. 
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5. The management will recommend more compensation if the employees perform well 

or above-average. 

5 point likert scales are used for the questionnaires 

 

Dynamic capabilities 

 

Any capabilities including dynamic capabilities are context-specific. From this sense, 

the researcher viewed dynamic capabilities as a first-order construct and adopted 

measures from literatures that are related to digital or IT. The items are selected on the 

basis of Teece (2007,2014, 2018)’s definition of dynamic capabilities: sense, seize, and 

transform. To measure dynamic capabilities, measurements from Pavlou and El Sawy 

(2005) and Drnevich (2011) were adopted. Dynamic capabilities is a first-order factor 

consisted of five first-level factors as follows.  

1.Our organization frequently scan the environment for new business opportunities.  

2. Our organization use IT or digital technologies to develop new products or services. 

3. Our organization use IT or digital technologies to implement new business process. 

4. Our organization use IT or digital technologies to create new customer relationship. 

5. Our organization use IT or digital technologies to change way of doing business. 

5 point likert scales are used for the questionnaires 

 

Organizational learning capabilities 

 

In this study, measures from Garcia-Morales et al. (2012) and Rehman et al. (2019) 

were adopted. Organizational learning capabilities is a first-order factor consisted of 

five first-level factors as follows. 

1. The organization has acquired and shared much new and relevant knowledge that 

provided competitive advantage. 

2.The organization’s members have acquired some critical capabilities and skills that 

provided competitive advantage. 

3.Organizational improvements have been influenced fundamentally by new 

knowledge entering the organization. 

4. The organization is a learning organization. 

5. Employee learning is perceived as an investment, not an expense. 

5 point likert scales are used for the questionnaires 
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Knowledge management capabilities 

 

In this study, measurements from Al-bahussin (2013) and Noruzy et al. (2013) were 

used. 

Knowledge management capabilities is a first-order factor consisted of five first-level 

factors as follows. 

1. Our organization has processes for integrating different sources and types of 

knowledge 

2. Employees regularly attend courses, seminars, and training programs in order to be 

updated with new knowledge. 

3. Our organization has processes for acquiring knowledge about our business partners. 

4. Our organization has processes for exchanging knowledge with our business 

partners. 

5. Employees regularly share positive experiences and successful working methods. 

5 point likert scales are used for the questionnaires 

 

Organization innovation capabilities 

  

To measure organization innovation capabilities, measurements from Akman (2008) 

and Nwankpa and Roumani (2016) were adopted. Organization innovation 

capabilities is a first-order factor consisted of five first-level factors as follows. 

1. Our organization has a culture and a management comprehension that support and 

encourage innovation 

2. Our organization develops and produces new products or services continually. 

3.Our organization gives priority to making efforts to increase the quality of products 

or services. 

4.Employees are supported and encouraged to participate in activities such as a product 

development and innovation process improvement. 

5.New ideas from customers, suppliers, and stakeholders are evaluated and included in 

product or service development activities. 

5 point likert scales are used for the questionnaires 
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Performance 

 

In this study, we adopted perceived organizational performance measures from Gowen 

(2009), Garcia-Morales et al. (2012), and Noruzy et al. (2013). Performance is a first-

order factor consisted of five first-level factors as follows. 

1.Sales growth 2. Net cost saving 3. Profitability 4. Customer satisfaction 5. Quality 

improvement 

5 point Semantic differential scales are used for the questionnaires  

The questionnaire address how well the organization perform within the last 3 years in 

each factor. For the accuracy of the data, the questionnaire ensure that the respondent’s 

answers are not revealed and encourage the respondent to answer as much as is known 

or perceived. 

 

3.3.4 Reliability and Validity 

 

Reliability is defined as “the extent to which data collection methods and 

analysis procedures will produce consistent findings”. Validity is described as “the 

extent to which data collection method or methods accurately measure what they were 

intended to measure and the research findings are really about what they profess to be 

about” (Saunders & Lewis, 2012, p. 127). As the research approach was to combine the 

constructs identified in the literature review into a single study, it was important to 

ensure that the research instrument produced as part of this study, the structured online 

questionnaire, produced reliable results consistently.  

Cronbach’s alpha as the measure of internal consistency reliability, but then 

opted to conduct data analysis using individual items. (Gliem & Gliem, 2003). 

Cronbach’s alpha reliability coefficient normally ranges between 0 and 1. However, 

there is actually no lower limit to the coefficient. The closer Cronbach’s alpha 

coefficient is to 1.0 the greater the internal consistency of the items in the scale. George 

and Mallery (2003) provide the following rules of thumb: “>0 .9 = Excellent, > 0.8 = 

Good, > 0.7 = Acceptable, > 0.6 = Questionable, > 0.5 = Poor, and < 0.5 = 

Unacceptable”. While increasing the value of alpha is partially dependent upon the 

number of items in the scale, it should be noted that this has diminishing returns. It 

should also be noted that an alpha of .8 is probably a reasonable goal. It should also be 

noted that while a high value for Cronbach’s alpha indicates good internal consistency 
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of the items in the scale, it does not mean that the scale is unidimensional. Cronbach’s 

alpha allows for an understanding of reliability (Zikmund et al., 2009). A high level of 

reliability (above 0.7) implies the measuring instrument is consistently measuring as 

expected, low reliability (below 0.3) could imply it measures something else or nothing 

at all (Field, 2009). Cronbach’s Alpha was performed at the construct level. All the 

constructs measured above the benchmark of 0.7, and subsequently, for each of the 

constructs reliability has been established. 

For validity, Confirmatory factor analysis (CFA) will be conducted. Zikmund 

et al. (2009) stated that CFA is a “good tool for assessing construct validity because it 

provides a test of how well the researcher’s ‘theory’ about the factor structure fits the 

actual observations”. Confirmatory Factor Analysis was utilized to confirm the validity 

of the research instrument by ensuring that transformational leadership, transactional 

leadership, IT capabilities, dynamic capabilities, Organizational learning capabilities, 

Knowledge management capabilities, organizational innovation capabilities, and 

performance were identifiable constructs as measured by the questionnaire. The details 

of CFA will be discussed in section 3.4.3. 

 

3.4 Analysis Techniques 

 

Three crucial stages had to be completed before the data was analyzed. These 

were the editing, coding and filing of the data while checking for errors in each of these 

stages. Editing is concerned with “checking the completeness, consistency, and 

legibility of data and making the data ready for coding and transfer to storage” 

(Zikmund et al., 2009, p. 463). Analysis of missing or incomplete data will be done. 

Responses with missing or incomplete data will be removed from the data set in SPSS. 

There responses are left valid responses. Coding uses numeric values to represent 

different groups of data. Coding variables always represent categories and are measured 

at a nominal value (Field, 2009). No reverse code is needed in this study.  

 

3.4.1 Structural Equation Modelling (SEM) 

 

Structural equation model (SEM) was used to test the relationship between the 

constructs. Measurement model and structural model fitness are tested by the goodness 

of fit index such as Chi-square, factor loading, RMSEA, SRMR, GFI, TLI, CFI, and 
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CMIN/DF. Model modification was done until acceptable model fit was achieved. 

Level of acceptance of fit indices are demonstrated in table 15 

 

Table 15 Fit indices and level of acceptance   

Name of category Name of index Level of acceptance 

1. Absolute fit Chi-Square P-value > 0.05.  (Hair et al., 2006) 

RMSEA RMSEA <  0.08 (Hair et al., 2006) 

RMR RMR< 0.08 (Hair et al., 2006) 

GFI GFI > 0.80 (Baumgartner and Homburg, 

1995) 

2. Incremental fit CFI CFI > 0.90 (Marsh, Hau, & Wen, 2004) 

TLI NFI > 0.90 (Bentler and Bonnet, 1980) 

3. Parsimonious fit Chisq/df Chi-Square/ df  < 3.0 (Kline, 1998) 

(Source: adopted from Holmes-Smith et al., 2004) 

 

Goodness-of-Fit measures can be classified into three types (Ho, 2006):  

1) Absolute fit measures: These measures determine the degree to which the proposed 

model predicts (Fits) the observed covariance matrix. Some commonly used measures 

of absolute fit such as: a) Chi-square: In SEM, the researcher is looking for significant 

differences between the actual and predicted matrices. As such, the researcher does not 

wish to reject the null hypothesis and, accordingly, the smaller the chi-square value, the 

better fit of the model. b) Normed Chi-square/df: Values close to 1.0 indicate good fit. 

values between 2.0 and 3.0 indicate reasonable fit. c) Goodness-of-Fit Index (GFI): 

value > 0.80 d) Root Mean Square Error of Approximation (RMSEA); Hair, et al., 

(2006; p748) recommended RAMSEA between 0.03 and Kline (2011, p 206 and 2005, 

p139) RAMSEA < 0.05 indicates close approximate fit, between 0.05 and 0.08 

reasonable, and RAMSEA > 0.10 suggest poor fit (cited from Browne & Cudek, 1993) 

e) Standardized Root Mean-square Residual (SRMR): values less than 0.10 are 

generally considered favorable (Kline, 2005, p141) 

2) Incremental fit measures: These measures compare the proposed model to some 

baseline model, most often referred to as the null or independence model. In the 

independence model, the observed variables are assumed to be uncorrelated with each 

other. Incremental fit measures have been proposed, such as: -Tucker-Lewis Index 
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(TLI) -Normed Fit Index (NFI)-Relative Fit Index (RFI) Incremental Fit Index (IFI)-

Comparative Fit Index (CFI) By convention, researchers have used incremental fit 

indices > 0.90 as traditional cutoff values to indicate acceptable levels of model fit. the 

model represents more than 90% improvement over the null or independence model. In 

other words, the only possible improvement to the model is less than 10%. 

3) Parsimonious fit measures: In scientific research, theories should be as simple, or 

parsimonious, as possible (Ho, 2006). parsimonious fit measures relate the goodness-

of-fit of the proposed model to the number of estimated coefficients required to achieve 

this level of fit. Such as: Parsimonious Normed Fit Index (PNFI): When comparing 

between models, differences of 0.06 to 0.09 are proposed to be indicative of substantial 

model differences (Williams & Holahan, 1994). 

Fit indices are used as a statistical tool to check if the proposed model is a fit to the 

data or not and will require modification to increase fit or not. Holmes-Smith et al. 

(2004) categorized the fit indices into three types as Absolute fit indices, Incremental 

or comparative fit indices, and Parsimonious fit indices. 

Once all constructs in the measurement model were validated and fit indices 

achieved, the structural model were then tested for path analysis. Modification of 

structural model was done until at least acceptable model fit was achieved.  

The acceptable cut-off values reported by researchers may vary depending on 

literatures support they are referring. The meaning and the use of each Goodness of fit 

index are discussed below. 

1.Chi-square 

Model Chi square index (χ2) compares the observed covariance matrix with the 

expected covariance matrix given the relations among the variables specified by the 

model. The model chi square is zero when there is no differences between the two 

matrices indicating the model fit, and the model chi square index increases as the 

difference between the matrices increases. A significant model chi square value shows 

that the model predicts relations that are significantly different from the relations 

observed in the sample, and that the model should be rejected (Dilalla, 2000). There are 

some problems with relying only on model chi square as a fit statistic. It is sensitive to 

the size of correlations. Larger correlations generally lead to higher values of chi 

square. It is also affected by sample size. If the sample size is large, the value of chi 
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square may lead to rejection of the model even though differences between observed 

and predicted covariance are slight. Degree of freedom and p-value are Chi-square 

statistics that should always be reported (Kline, 2005). Low χ2 relative to degrees of 

freedom with an insignificant p value (p > 0.05) (Hooper, 2008; Hair et al., 2006). 

2.Factor loading 

Unidimensionality is attained once all the latent constructs have acceptable 

factor loading. Stevens (1992) recommends that factor loading is accepted at the value 

greater than 0.40. Hair et al. (2006, p128) mention that sample size of 350 should have 

sufficient factor loading of 0.3. The deletion of items with low factor loading should be 

done and rerun the measurement model until unidimensionality is reached. It is also 

required that all factor loadings are in the same direction.  

3.Root mean square error of approximation (RMSEA) 

Root Mean Square Error of Approximation (RMSEA) is a measure of 

approximate fit in the population and is therefore concerned with the discrepancy due 

to approximation. A value of zero indicates the best fit and higher values indicate worse 

fit. RMSEA 0.05 indicates close approximate fit, values between .08 and .10 indicates 

mediocre fit, and RMSEA 0.10 suggests poor fit (MacCallum, Browne, & Sugawara, 

1996). RMSEA < 0.08 indicate good fit (Hair et al., 2006). 

4.SRMR 

Standardized Root Mean Square Residual (SRMR) is an overall badness-of-fit 

measure that is based on the fitted residuals. A value of zero indicates perfect model 

fit. A rule of thumb is that the SRMR should be less than .05 for a good fit (Hu & 

Bentler, 1999), whereas values smaller than 0.10 are generally considered favorable 

(Kline, 2005). Hair et al. (2006) recommend SRMR<0.08 to indicate good fit. 

5.GFI 

The Goodness-of-Fit index (GFI) which was developed by Jöreskog and 

Sorbom is an alternative to the Chi-Square test. GFI is calculates the estimated 

population covariance to measure the proportion of variance. The variances and 
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covariances demonstrate that the model’s observed covariance matrix is replicable 

(Diamantopoulos and Siguaw, 2000; Tabachnick and Fidell, 2007). With larger sample 

size, GFI grow from 0 to 1. When there are a large number of degrees of freedom in 

comparison to sample size, the GFI has a downward bias (Sharma et al, 2005). In 

addition, it has also been found that the GFI increases as the number of parameters 

increases (MacCallum and Hong, 1997) and also has an upward bias with large samples 

(Bollen, 1990; Miles and Shevlin, 1998). GFI > 0.80 indicate good fit (Baumgartner 

and Homburg, 1995). 

6.TLI 

Tucker-Lewis Index (TLI) or Non-Normed Fit Index, is similar to NFI, but 

penalizes for model complexity. Marsh et al. (1988, 1996) found TLI to be relatively 

independent of sample size. TLI close to 1 indicates a good fit. Rarely, some authors 

have used the cutoff as low as 0.80 since TLI tends to run lower than GFI. However, 

more recently, Hu and Bentler (1999) have suggested TLI >= 0.90 as the cutoff for a 

good model fit and this is widely accepted (ex., by Schumacker & Lomax, 2004) as the 

cutoff. TLI values below 0.90 indicate a need to respecify the model.  

7.CFI 

Comparative fit index (CFI) compares the tested model to a null model having 

no paths that link the variables, therefore making the variables independent of each 

other. It can range from 0 to 1.0. One group of researchers suggests that scores less than 

0.90 should be considered as unacceptable (Marsh, Hau, & Wen, 2004); however the 

other group suggests that the widely used criteria of 0.90 should be increased to 0.95 

(Hu & Bentler, 1999). 

8.CMIN/DF 

Relative chi-square CMIN/DF, also called normal chi-square, normed chi- 

square, or simply chi-square to df ratio, is the chi-square fit index divided by degrees 

of freedom. Carmines and McIver (1981) state that relative chi-square should be in the 

2:1 or 3:1 range for an acceptable model. Ullman (2001) says 2 or less reflects good fit. 

Kline (1998) says 3 or less is acceptable. Some researchers allow values as high as 5 to 
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consider a model adequate fit (ex., by Schumacker & Lomax, 2004) while others insist 

relative chi-square should be 2 or less. Less than 1.0 is poor model fit. Paswan (2009) 

says a value below 2 is preferred but between 2 and 5 is considered acceptable. Relative 

chi-square (CMIN/DF) Ratio of Chi-Square to Degrees of Freedom (CHI/df) was used 

to reduce the sensitivity of chi-square to sample size. The value of the chi-square is 

divided by the degrees of freedom, which generally results in a lower value called 

normed chi square (NC). Values of the NC of 2.0, 3.0 or even as high as 5.0 have been 

recommended as indicating reasonable fit and that the NC does not completely correct 

for the influence of sample size (Bollen, 1989).  

3.4.2 Descriptive analysis  

 

Descriptive statistics were used to summarize the basic attributes of the data 

collected for this study. The mean describes the central tendency of a distribution, 

which is essentially the center of the distribution and is used to summarize data (Field, 

2009). The mean is calculated as the average value across a dataset. Standard deviation 

provides a more accurate estimate of dispersion or variability, as it accounts for outliers 

(Zikmund et al., 2009). Low standard deviation suggests the data points are close to the 

mean; whereas high standard deviation suggests the data points are widely dispersed. 

Both the mean and standard deviation was used to describe the basic attributes of the 

data collected.  

 

3.4.3 Confirmatory Factor Analysis (CFA) and CFA results from the pilot study 

 

Confirmatory factor analysis (CFA) will be done to assess the validity of data 

whether it fit the hypothesized model. Convergence and discriminant will also be testes 

for construct validity. For reliability, Cronbach’s Alpha was performed at the construct 

level. All the constructs measured above the benchmark of 0.7 are accepted.  

Various tests will be conducted to examine the validity and reliability of the 

measurement model. Confirmatory factor analysis (CFA) was conducted for all latent 

variables use in the research model. Stevens (1992) recommends that factor loading is 

accepted at the value greater than 0.40. Hair et al. (2006, p128) mention that sample 

size of 350 should have sufficient factor loading of 0.3. Average variance extracted 

(AVE) was tested to indicate convergent validity of the constructs. A score of 0.50 or 
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above is desirable. Cronbach’s alpha and composite reliability are examined for 

reliability. Both measurements are aimed at 0.70 or higher. For pilot study (N=30), all 

values indicated that all constructs met the tests for validity and reliability. The pilot 

study’s summary of values of factor loading, Cronbach’s alpha, composite reliability, 

and Average variance extracted (AVE) are demonstrated in Table 3.  

 Structural model fitness was tested by the goodness of fit index such as Chi-

square, factor loading, RMSEA, SRMR, GFI, TLI, CFI, and CMIN/DF. Measurement 

model modification was done until at least acceptable model fit is achieved. Level of 

acceptance of fit indices are demonstrated earlier in section 3.4.1 

 Pilot study was conducted. The sample size was 30. Validity and reliability 

are tested by CFA (factor loading and model fit indices) and Cronbach’s alpha as shown 

in table 16 and table 17. 

 

Table 16 Summary of the Measurement Model from the Pilot study (N=30) 

Variables Indicators Loading/Weights Cronbach’s Alpha 

TFL 

(Transformational 

leadership) 

TFL1 0.89 0.88 

TFL2 0.69 

TFL3 0.93 

TFL4 0.58 

TFL5 0.74 

TSL 

(Transactional leadership 

: contingent reward) 

TSL1 0.75 0.78 

TSL2 0.57  

TSL3 0.81  

TSL4 0.67  

TSL5 0.54  

ITC 

(IT capabilities) 

ITC1 0.89 0.93 

ITC2 0.93  

ITC3 0.88  

ITC4 0.60  

ITC5 0.96  

DC 

(Dynamic capabilities) 

DC1 0.83 0.93 

DC2 0.93  

DC3 0.93  

DC4 0.74  

DC5 0.80  

OLC OLC1 0.56 0.83 

 OLC2 0.85  
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 From the pilot study (N=30), CFA revealed the acceptable factor loading for all 

items (>0.4). Goodness of fit was done at construct level. The fit indices of eight 

constructs have met the acceptable level. Regarding reliability, Cronbach’s alpha was 

done at construct level. All constructs have passed the reliability test (Cronbach’s 

alpha>0.7). No items were cut from the questionnaire.  

 

Table 17 Goodness of Fit test results from the Pilot study  

 CHI CMIN / 

DF 

 (𝒙𝟐/df ) 

GFI TLI RMSEA RMR CFI 

TFL 

(Transformational 

leadership) 

0.596 0.694 0.963 1.035 0.00 0.029 1.00 

TSL 

(Transactional 

leadership : 

contingent reward) 

0.121 1.745 0.904 0.818 0.16 0.049 0.909 

ITC 

(IT capabilities) 

0.298 1.217 0.925 0.983 0.087 0.036 0.992 

DC 

(Dynamic 

capabilities) 

0.37 1.048 0.96 0.996 0.041 0.037 0.999 

Variables Indicators Loading/Weights Cronbach’s Alpha 

(Organizational learning OLC3 0.68  

capabilities) OLC4 0.81  

 OLC5 0.64  

KMC KMC1 0.63 0.83 

(Knowledge management KMC2 0.84  

capabilities) KMC3 0.87  

 KMC4 0.63  

 KMC5 0.65  

OIC OIC1 0.90 0.90 

(Organizational OIC2 0.83  

innovation capabilities) OIC3 0.82  

 OIC4 0.82  

 OIC5 0.68  

P P1 0.78 0.75 

(Performance) P2 0.70  

 P3 0.52  

 P4 0.50  

 P5 0.69  
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 CHI CMIN / 

DF 

 (𝒙𝟐/df ) 

GFI TLI RMSEA RMR CFI 

OLC 

(Organizational 

learning 

capabilities) 

0.128 1.713 0.889 0.865 0.157 0.045 0.932 

KMC 

(Knowledge 

management 

capabilities) 

0.638 0.681 0.95 1.061 0.00 0.026 1.00 

OIC 

(Organizational 

innovation 

capabilities) 

0.135 1.683 0.89 0.924 0.153 0.068 0.962 

P 

(Performance) 

0.115 1.771 0.912 0.754 0.163 0.043 0.877 
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CHAPTER 4: 

Data Analysis and Findings 

 
 
 

There are 3 parts of this section: Demographic of Respondents, Test of 

Reliability using Cronbach’s Alpha, Test of Reliability and Validity using CFA, Model 

Fit test of the constructs, Descriptive Statistics, SEM outcomes, and Hypothesis testing. 

Data are screened for missing data, negative items that need to be reversed, and 

normality and outlier and multicollinearity (Kline, 2005). There were no negative items 

that need to be reversed. Total of 414 responses were collected. The respondents’ 

locations were found to be scattered in Bangkok. Out of 50 districts of Bangkok, the 

largest number of respondents are from Pathum wan district (4.25%) followed by Huai 

Kwang district (3.75%). By examining the questionnaires, 14 (3.38%) missing cases 

were identified of which those cases were removed from the data analysis yielding the 

total of 400 valid responses. Double check was performed in the data entry process to 

increase accuracy. Frequency distribution statistics showed 4 mistakes in data entry 

process which was corrected.   

 

4.1 Demographic of Respondents 

 

Sample demographic include the profile of respondents and companies which 

will be explored in this section as part of the results. Personal data are gender, age, 

education, and job title. Company characteristics are number of employees and age of 

organization. 

Regarding personal data, the statistics show that the majority of respondents are 

female (N=245 or 61.3%) as shown in Table 18. The age of respondents varied widely. 

The highest percentage is age group is 35-49 (N=223 or 55.8%) followed by age group 

25-34 (N=118 or 29.5%). Most of respondents (%) have the education level of bachelor 

degree (N=148 or 37%). In terms of job title of the respondents, all of them are at 

management level consisting of managers, medical director, CEO, owner/shareholder 

who is involved in management decisions, and others. Others were found to be 

consisted of medical doctor who is involved in management decisions, marketing 

director, department director, senior head of department, head of laboratory, executive 

director, purchasing manager, and deputy director.  
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Since the questionnaire clearly specify the criteria of the respondent, most 

respondents that are not eligible turned down the response before without answering 

the questionnaire. The data from respondent that has job title unrelated to management 

were removed.  

Table 18 Respondent Profile 

Demographic Features Frequency Percent 

 

Gender 

     Male 

     Female 

 

155 

245 

 

38.8 

61.3 

Your age 

     under 25 

     25-34 

     35-49 

     50-64 

     65 or above 

 

0 

118 

223 

51 

8 

 

0 

29.5 

55.8 

12.8 

2 

Your education 

     Below Bachelor degree 

     Bachelor degree 

     Master degree 

     Doctoral degree 

     Medical doctor 

     Other 

 

5 

148 

104 

22 

121 

0 

 

1.3 

37 

26 

5.5 

30.3 

0 

Your job title 

     Manager 

     Medical director 

     Chief Executive Officer  

     Owner/shareholder 

     Other  

 

103 

26 

12 

141 

118 

 

25.75 

6.5 

3 

35.25 

29.5 

 

Regarding company characteristics, the result show that the number of 

employees are mostly 10-49 (N=108 or 27%) followed by 1-9 (N=86 or 21.5%). Age 

of organization varied widely. The highest percentage is 30 years or more (N=112 or 

28%) followed by age group 11-20 years (N=85 or 21.25%) as illustrated in Table 19. 

 

Table 19 Company Profile 

Demographic Features Frequency Percent 

 

Number of employees working 

in your organization 

     1-9 

     10-49 

     50-199 

     200-499 

     500-999 

 

 

86 

108 

67 

55 

34 

 

 

21.5 

27 

16.75 

13.75 

8.5 
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Demographic Features Frequency Percent 

 

     1000-4999 

     above 5000 

45 

5 

11.25 

1.25 

Age of your organization 

     1-5 

     6-10 years 

     11-20 years 

     21-30 years 

     30 years or more 

 

68 

72 

85 

63 

112 

 

17 

18 

21.25 

15.75 

28 

 

 

4.2 Test of Reliability using Cronbach’s Alpha 

 

For reliability, Cronbach’s Alpha was performed at the construct level. All the 

constructs measured above the benchmark of 0.7 are accepted. If any items did not meet 

the required threshold, poorly correlated items could be removed. In this research, all 

values indicated that all constructs met the test for reliability. The summary of values 

of Cronbach’s alpha is demonstrated in Table 20. 

 

4.3 Test of Reliability and Validity using CFA 

 

Confirmatory factor analysis (CFA) was done to assess the validity of the data. 

Convergence and discriminant will also be testes for construct validity. Various tests 

were conducted to examine the validity and reliability of the measurement model. 

Confirmatory factor analysis (CFA) was conducted for all latent variables use in the 

research model. Stevens (1992) recommends that factor loading is accepted at the value 

greater than 0.40. Hair et al. (2006, p128) mention that sample size of 350 should have 

sufficient factor loading of 0.3. Average variance extracted (AVE) was tested to 

indicate convergent validity of the constructs. A score of 0.50 or above is desirable. 

Cronbach’s alpha and composite reliability are examined for reliability. Both 

measurements are aimed at 0.70 or higher. All values indicated that all constructs met 

the tests for validity and reliability. The study’s summary of values of factor loading, 

composite reliability, and Average variance extracted (AVE) are demonstrated in Table 

20.  
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Table 20 Reliability and validity of the constructs (N=400) 

Variables Indicators Loading/

Weights 

Cronbach’s 

Alpha 

Composite 

Reliability 

AVE 

TFL 

(Transformati

onal 

leadership) 

TFL1 0.74 0.90 0.90 0.63 

TFL2 0.8 

TFL3 0.87 

TFL4 0.75 

TFL5 0.81 

TSL 

(Transactional 

leadership : 

contingent 

reward) 

TSL1 0.79 0.87 0.87 0.58 

TSL2 0.73    

TSL3 0.8    

TSL4 0.73    

TSL5 0.74    

ITC 

(IT 

capabilities) 

ITC1 0.75 0.89 0.89 0.63 

ITC2 0.84    

ITC3 0.85    

ITC4 0.71    

ITC5 0.81    

DC 

(Dynamic 

capabilities) 

DC1 0.77 0.92 0.92 0.69 

DC2 0.86    

DC3 0.9    

DC4 0.79    

DC5 0.84    

OLC 

(Organization

al learning 

capabilities) 

OLC1 0.84 0.89 0.89 0.62 

OLC2 0.91    

OLC3 0.81    

OLC4 0.77    

OLC5 0.55    

KMC 

(Knowledge 

management 

capabilities) 

KMC1 0.68 0.91 0.91 0.66 

KMC2 0.75    

KMC3 0.94    

KMC4 0.9    

KMC5 0.76    

OIC 

(Organization

al innovation 

capabilities) 

OIC1 0.78 0.90 0.90 0.64 

OIC2 0.85    

OIC3 0.84    

OIC4 0.83    

OIC5 0.7    

P 

(Performance) 

P1 0.74 0.85 0.85 0.54 

P2 0.61    

P3 0.69    

P4 0.82    

P5 0.79    
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4.4 Descriptive Statistics 

 

In this section, means, standard deviations, and level of agreement are presented 

in order to describe company’s characteristics in terms of their Transformational 

leadership capability, Transactional leadership capability, IT capabilities, Dynamic 

capabilities, Organizational learning capability, Knowledge management capability, 

Organizational innovation capability, and Performance. SPSS 15 software was used to 

run the descriptive statistics analyses. 

 

For Transformational leadership capability, Transactional leadership capability, 

IT capabilities, Dynamic capabilities, Organizational learning capability, Knowledge 

management capability, Organizational innovation capability, the level of agreement 

for each was assessed by the scales of 1-5 as shown in figure 11. 

 

 

 

 

 

 
 

Figure 11 Scale for level of agreement 

 

The level of agreement for each of the scales was assessed using the following 

interpretation guideline. This guideline was derived from the points on the original 

scales, with endpoints adjusted based on the possible range. This resulted in the 

following points;  

1.00 to 1.79 = Strongly disagree  

1.80 to 2.59 = Disagree  

2.60 to 3.39 = Undecided 

3.40 to 4.19 = Agree  

4.20 to 5.00 = Strongly agree  

The perceived organizational performance in each area was assessed by the 

scales of 1-5 as shown in figure 12. 

 

Strongly 

Disagree 
Disagree Undecided Agree Strongly 

Agree 

1 2 3 4 5 
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Figure 12 Scale for perceived performance 

 

The level of perceived performance for each of the scales was assessed using 

the following interpretation guideline. This guideline was derived from the points on 

the original scales, with endpoints adjusted based on the possible range. This resulted 

in the following points;  

 

1.00 to 1.79 = Poor  

1.80 to 2.59 = Fair 

2.60 to 3.39 = Average 

3.40 to 4.19 = Good  

4.20 to 5.00 = Excellent 

 

There are 8 constructs consisting of 5 items for each. The description analyses of each 

construct is explained below.   

 

4.4.1 Transformational leadership  

 

Respondents were asked to rate their organization’s Transformational 

leadership from 1 (strongly disagree) to 5 (strongly agree) in five different aspects. The 

means of these items ranged between M=2.05 (SD=0.876) “The management transmit 

the organization’s mission, vision, and purpose to all of the employees.” and M=4.25 

(SD=0.733) “The management is always on the lookout for new opportunities for the 

unit/department/organization.”. Although there was wide spread between item No.2 

and the rest of the items, the majority of score is 3.6 or above. This indicates that in 

general, the respondent level of agreement with the organization’s transformational 

leadership is “agree”.  Table 21 shows the full result of the descriptive analysis.  

 

 

 

5 

Excellent 

1 

Poor 
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Table 21 Transformational leadership  

Statements Mean Standard 

Deviation 

Level of 

Agreement 

The management is always on the lookout 

for new opportunities for the 

unit/department/organization. 

4.25 0.733 Strongly 

agree 

The management transmit the organization’s 

mission, vision, and purpose to all of the 

employees. 

2.05 0.876 Disagree 

 

The management encourage employees to 

rethink about old problems and ideas in new 

ways.  

3.99 0.905 Agree 

The management is able to increase 

employees’ level of enthusiasm.  

3.81 0.893 Agree 

The organization has leaders who are capable 

of motivating and guiding their colleagues on 

the job.  

3.95 0.914 Agree 

 

4.4.2 Transactional leadership  

 

Respondents were asked to rate their organization’s Transactional leadership 

from 1 (strongly disagree) to 5 (strongly agree) in five different aspects. The means of 

these items ranged between M=3.78 (SD=0.898) “The management make clear what 

one can expect to receive when performance goals are achieved” and M=4.14 

(SD=0.821) “The management express satisfaction or compliment when employees 

meet expectations” There is relatively narrow spread. This indicates that in general, the 

respondent level of agreement with the organization’s Transactional leadership 

capability is “agree”.  Table 22 shows the full result of the descriptive analysis.  
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Table 22 Transactional leadership  

Statements Mean Standard 

Deviation 

Level of 

Agreement 

The management provide an assistance in 

exchange for employees’ efforts.  

3.87 

 

0.776 

 

Agree 

 

The management discuss in specific 

terms that 

are responsible for achieving 

performance target.  

3.93 

 

0.871 

 

Agree 

 

The management make clear what one 

can expect to receive when performance 

goals are achieved.  

3.78 0.898 Agree 

The management express satisfaction or 

compliment when employees meet 

expectations.  

4.14 0.821 Agree 

The management will recommend more 

compensation if the employees perform 

well or above-average.  

3.72 

 

0.988 Agree 

 

4.4.3 IT capabilities 

 

Respondents were asked to rate their organization’s IT capabilities from 1 

(strongly disagree) to 5 (strongly agree) in five different aspects. The means of these 

items ranged between the lowest of M=3.85 (SD=0.880) “We have the knowledge to 

utilize and maintain digital based communication links with our customers” and the 

highest of M=4.00 (SD=0.877) “There is clarity of vision regarding how IT or digital 

technologies contributes to business value.” and M=4.00 (SD=0.830) “Our members 

are linked by computer network or social network”. It can be said that all items are 

consistent with each other. This indicates that in general, the respondent level of 

agreement with the organization’s IT capabilities is “agree”. Table 23 shows the full 

result of the descriptive analysis.  
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Table 23 IT capabilities 

Statements Mean Standard 

Deviation 

Level of 

Agreement 

1. We use IT or digital technologies to 

collect and analyze market information  

3.96 

 

0.909 

 

Agree 

 

2. There is clarity of vision regarding how 

IT or digital technologies contributes to 

business value.  

4.00 

 

 

0.877 

 

 

Agree 

 

 

3. We have the knowledge to utilize and 

maintain digital based communication 

links with our customers.  

3.85 

 

 

0.880 

 

 

Agree 

 

 

4. Our members are linked by computer 

network or social network.  

4.00 

 

0.830 

 

Agree 

 

5. We constantly keep current with new 

information technology innovations.  

3.92 0.901 Agree 

 

4.4.4 Dynamic capabilities 

 

Respondents were asked to rate their organization’s Dynamic capabilities from 

1 (strongly disagree) to 5 (strongly agree) in five different aspects. The means of these 

items ranged between M=3.75 (SD=0.878) “Our organization use IT or digital 

technologies to change way of doing business.” and M=3.93 (SD=0.858) “Our 

organization use IT or digital technologies to enhance existing business process”. It can 

be said that all items are consistent with each other. This indicates that in general, the 

respondent level of agreement with the organization’s dynamic capabilities is “agree”. 

Table 24 shows the full result of the descriptive analysis.   

 

Table 24 Dynamic capabilities 

Statements Mean Standard 

Deviation 

Level of 

Agreement 

Our organization frequently scan the 

environment for new business opportunities.  

3.89 

 

0.782 

 

Agree 
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Statements Mean Standard 

Deviation 

Level of 

Agreement 

Our organization use IT or digital technologies 

to develop new products or services. 

3.93 

 

0.814 

 

Agree 

 

Our organization use IT or digital technologies 

to implement new business process  

3.87 

 

0.829 

 

Agree 

 

Our organization use IT or digital technologies 

to create new customer relationship.  

3.89 

 

0.858 

 

Agree 

 

Our organization use IT or digital technologies 

to change way of doing business.  

3.75 0.878 Agree 

 

  

4.4.5 Organizational learning capabilities 

 

Respondents were asked to rate their organization’s Organizational learning 

capabilities from 1 (strongly disagree) to 5 (strongly agree) in five different aspects. 

The means of these items ranged between the lowest of M=3.76 (SD=0.840) “The 

organization’s members have acquired some critical capabilities and skills that 

provided competitive advantage” and the highest of M=4.14 (SD=0.768) “Employee 

learning is perceived as an investment, not an expense”. It can be said that all items are 

consistent with each other. This indicates that in general, the respondent level of 

agreement with the organization’s Organizational learning capabilities is “agree”.  

Table 25 shows the full result of the descriptive analysis.  

 

Table 25 Organizational learning capabilities 

Statements Mean Standard 

Deviation 

Level of 

Agreement 

1. The organization has acquired and shared 

much new and relevant knowledge that 

provided competitive advantage.  

3.85 0.815 Agree 

 

2. The organization’s members have acquired 

some critical capabilities and skills that 

provided competitive advantage. 

3.76 0.840 Agree 
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Statements Mean Standard 

Deviation 

Level of 

Agreement 

3. Organizational improvements have been 

influenced fundamentally by new knowledge 

entering the organization. 

3.84 0.831 Agree 

 

4. The organization is a learning 

organization. 

3.93 0.862 Agree 

5. Employee learning is perceived as an 

investment, not an expense. 

4.14 0.768 Agree 

 

 

4.4.6 Knowledge management capabilities 

 

Respondents were asked to rate their organization’s Knowledge management 

capabilities from 1 (strongly disagree) to 5 (strongly agree) in five different aspects. 

The means of these items ranged between the lowest of M=3.66 (SD=0.836) “Our 

organization has processes for acquiring knowledge about our business partners” and 

M=3.66 (SD=0.871) “Our organization has processes for exchanging knowledge with 

our business partners” and the highest of M=3.82 (SD=0.730) “Our organization has 

processes for integrating different sources and types of knowledge”. It can be said that 

all items are consistent with each other. This indicates that in general, the respondent 

level of agreement with the organization’s knowledge management capabilities is 

“agree”.  Table 26 shows the full result of the descriptive analysis.  

 

Table 26 Knowledge management capabilities 

Statements Mean Standard 

Deviation 

Level of 

Agreement 

1. Our organization has processes for integrating 

different sources and types of knowledge  

3.82 0.730 Agree 

 

2. Employees regularly attend courses, seminars, 

and training programs in order to be updated with 

new knowledge.  

3.79 0.949 Agree 

 

3. Our organization has processes for acquiring 

knowledge about our business partners. 

3.66 0.836 Agree 
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Statements Mean Standard 

Deviation 

Level of 

Agreement 

4. Our organization has processes for exchanging 

knowledge with our business partners. 

3.66 0.871 Agree 

5. Employees regularly share positive 

experiences and successful working methods. 

3.74 0.875 Agree 

 

 

4.4.7 Organizational innovation capabilities 

 

Respondents were asked to rate their organization’s Organizational innovation 

capabilities from 1 (strongly disagree) to 5 (strongly agree) in five different aspects. 

The means of these items ranged between the lowest of M=3.78 (SD=0.903) “Our 

organization develops and produces new products or services continually” and the 

highest of M=4.09 (SD=0.803) “Our organization gives priority to making efforts to 

increase the quality of products or services”. It can be said that all items are consistent 

with each other. This indicates that in general, the respondent level of agreement with 

the organization’s Organizational innovation capabilities is “agree”. Table 27 shows 

the full result of the descriptive analysis.  

 

Table 27 Organizational innovation capabilities 

Statements Mean Standard 

Deviation 

Level of 

Agreement 

1. Our organization has a culture and a 

management comprehension that support and 

encourage innovation  

3.81 0.901 Agree 

 

2. Our organization develops and produces new 

products or services continually. 

3.78 0.903 Agree 

 

3. Our organization gives priority to making efforts 

to increase the quality of products or services. 

4.09 0.803 Agree 

 

4. Employees are supported and encouraged to 

participate in activities such as a product 

development and innovation process improvement. 

3.82 0.912 Agree 

5. New ideas from customers, suppliers, and 

stakeholders are evaluated and included in product 

or service development activities. 

3.82 0.912 Agree 
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4.4.8 Performance 

 

Respondents were asked to rate their organization’s performance from 1 

(strongly disagree) to 5 (strongly agree) in five different aspects. The questionnaire 

address how well the organization perform within the last three years in each factor. 

The means of these items ranged between the lowest of M=2.72 (SD=0.876) “Net cost 

saving” and the highest of M=3.06 (SD=0.828) “Quality improvement”. It can be said 

that all items are consistent with each other. This indicates that in general, the 

respondent level of Perceived performance of the organization is “average”.  Table 28 

shows the full result of the descriptive analysis. 

 

Table 28 Performance 

Statements Mean Standard 

Deviation 

Level of 

Perceived performance 

1.Sales growth  

 

2.91 0.822 Average 

2. Net cost saving  

 

2.72 0.876 Average 

3. Profitability  

 

2.83 0.809   Average 

4. Customer satisfaction 

 

3.04 0.742 Average 

5. Quality improvement  3.06 0.828 Average 

 

4.5 Model Fit test of the constructs 

 

The model fit test is required for the confirmatory factor analysis before 

interpreting the causal paths of the structural model. As mentioned in section 3.4.1 of 

chapter 3, there are various fit indices needed to meet the level of acceptance for model 

fit. These indices are categorized into three categories: 1. Absolute fit indices: Chi-

Square P-value > 0.05.  (Hair et al., 2006), RMSEA< 0.08 (Hair et al., 2006), RMR< 

0.08 (Hair et al., 2006), GFI> 0.90 (Hair et al., 2006); 2. Incremental fit indices: CFI> 

0.90 (Marsh, Hau, & Wen, 2004), TLI/NFI > 0.90 (Bentler and Bonnet, 1980); 3. 
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Parsimonious fit index : Chi-Square/df  < 3.0 (Kline, 1998) All eight constructs in this 

research are tested for validity by assessing the fit indices as summarized in table 29. 

 Transformational leadership construct has five items with fit indices present as 

follows; CHI, CMIN / DF, GFI, TLI, RMSEA, RMR, CFI are 0.34, 1.08, 0.998, 0.999, 

0.014, 0.006, 1.00 respectively. This means that the model matches the data well. All 

indices indicate that the model fit is acceptable and all items can be used to be analyzed 

in Structural Equation Modelling (SEM) path analysis.  

Transactional leadership construct has five items with fit indices present as 

follows; CHI, CMIN / DF, GFI, TLI, RMSEA, RMR, CFI are 0.181, 1.562, 0.988, 

0.988, 0.053, 0.015, 0.995 respectively. The model fit and validity are achieved. This 

means that the model matches the data well. All indices indicate that the model fit is 

acceptable and all items can be used to be analyzed in Structural Equation Modelling 

(SEM) path analysis.  

IT capabilities construct has 5 items with fit indices present as follows; CHI, 

CMIN / DF, GFI, TLI, RMSEA, RMR, CFI are 0.17, 1.604, 0.987, 0.989, 0.055, 0.014, 

0.996 respectively. The model fit and validity are achieved. This means that the model 

matches the data well. All indices indicate that the model fit is acceptable and all items 

can be used to be analyzed in Structural Equation Modelling (SEM) path analysis.  

Dynamic capabilities construct has five items with fit indices present as follows; 

CHI, CMIN / DF, GFI, TLI, RMSEA, RMR, CFI are 0.153, 1.875, 0.993, 0.988, 0.066, 

0.008, 0.998 respectively. The model fit and validity are achieved. This means that the 

model matches the data well. All indices indicate that the model fit is acceptable and 

all items can be used to be analyzed in Structural Equation Modelling (SEM) path 

analysis.  

Organizational learning capabilities construct has five items with fit indices 

present as follows; CHI, CMIN / DF, GFI, TLI, RMSEA, RMR, CFI are 0.057, 2.297, 

0.982, 0.977, 0.081, 0.015, 0.991 respectively. The model fit and validity are achieved. 

This means that the model matches the data well. All indices indicate that the model fit 

is acceptable and all items can be used to be analyzed in Structural Equation Modelling 

(SEM) path analysis. 

Knowledge management capabilities construct has five items with fit indices 

present as follows; CHI, CMIN / DF, GFI, TLI, RMSEA, RMR, CFI are 0.82, 2.233, 

0.934, 0.982, 0.079, 0.015, 0.995 respectively. The model fit and validity are achieved. 

This means that the model matches the data well. All indices indicate that the model fit 
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is acceptable and all items can be used to be analyzed in Structural Equation Modelling 

(SEM) path analysis. 

Organizational innovation capabilities construct has five items with fit indices 

present as follows; CHI, CMIN / DF, GFI, TLI, RMSEA, RMR, CFI are 0.166, 1.567, 

0.985, 0.99, 0.053, 0.014, 0.995 respectively. The model fit and validity are achieved. 

This means that the model matches the data well. All indices indicate that the model fit 

is acceptable and all items can be used to be analyzed in Structural Equation Modelling 

(SEM) path analysis. 

Performance construct has five items with fit indices present as follows; CHI, 

CMIN / DF, GFI, TLI, RMSEA, RMR, CFI are 0.204, 1.588, 0.994, 0.987, 0.054, 

0.007, 0.997 respectively. The model fit and validity are achieved. This means that the 

model matches the data well. All indices indicate that the model fit is acceptable and 

all items can be used to be analyzed in Structural Equation Modelling (SEM) path 

analysis. 

 

Table 29 Goodness of Fit 

 CHI CMIN / 

DF 

 (𝒙𝟐/df ) 

GFI TLI RMSEA RMR CFI 

TFL 

(Transformational 

leadership) 

0.34 1.08 0.998 0.999 0.014 0.006 1.00 

TSL 

(Transactional 

leadership : 

contingent reward) 

0.181 1.562 0.988 0.988 0.053 0.015 0.995 

ITC 

(IT capabilities) 

0.17 1.604 0.987 0.989 0.055 0.014 0.996 

DC 

(Dynamic 

capabilities) 

0.153 1.875 0.993 0.988 0.066 0.008 0.998 

OLC 

(Organizational 

learning capabilities) 

0.057 2.297 0.982 0.977 0.081 0.015 0.991 

KMC 

(Knowledge 

management 

capabilities) 

0.82 2.233 0.934 0.982 0.079 0.015 0.995 

OIC 

(Organizational 

innovation 

capabilities) 

0.166 1.567 0.985 0.99 0.053 0.014 0.995 
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 CHI CMIN / 

DF 

 (𝒙𝟐/df ) 

GFI TLI RMSEA RMR CFI 

P 

(Performance) 

0.204 1.588 0.994 0.987 0.054 0.007 0.997 

 

4.6 Structural Equation Modelling (SEM) Analysis 

 

The inferential analysis of this research was conducted using Structural 

Equation Modelling (SEM). SPSS AMOS was used to test the model fit and conduct 

path analysis. SEM is a suitable method for testing the model or the internal relationship 

between multiple constructs with complex relationship. This section discuss the 

goodness of fit of the model, SEM outcomes, and hypothesis testing.  

 

4.6.1 Goodness of fit of the model 

 

Alike the model fit test of the constructs, goodness of fit of the model will be 

assessed based on the criteria listed in chapter 3. Tests included chi-square statistic (χ2), 

Goodness-of-fit index (GFI), Normal Fit Index (NFI) or Tucker-Lewis Index (TLI), 

Comparative fit index (CFI), Root Mean square Residuals (RMR), and Root Mean 

Square Error of Approximation (RMSEA), and CMIN/DF These are based on standard 

practice for assessment of SEM model fit (Hair et al., 2006; Marsh, Hau, & Wen, 2004; 

Bentler and Bonnet, 1980; Paswan, 2009). The results is summarized in table 30. The 

model is acceptable fit in which it is adequate to accept the research model. 

 

Table 30 Goodness of fit of the model 

Chi-

square 

CMIN/DF GFI TLI/NFI CFI RMR RMSEA 

P=0.27 1.034 0.875 0.996 0.997 0.033 0.013 

 

Chi-square was accepted as it met the criteria of P-value > 0.05 (Hair et al., 

2006). CMIN/DF test the minimum threshold of Chi-Square/ df < 2.0 (Paswan, 2009) 

was met. Thus, from the CMIN/DF perspective the outcome was acceptable. In case of 

RMR and GFI, and AGFI. The rule of thumb for acceptance for these tests was: RMR 

< 0.06 (Hair et al., 2006) and GFI > 0.80 (Baumgartner and Homburg, 1995). In the 
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research model, RMR met the criteria, while GFI (0.875) was just on the threshold of 

acceptance. Thus, for this set of criteria, the default model was acceptable. For IFI/TLI 

and CFI, the acceptance threshold was set at ≥ 0.90 based on standard levels from 

Marsh, Hau, & Wen (2004) and Bentler and Bonnet (1980). RMSEA was accepted for 

goodness of fit. The threshold for this factor was RMSEA < 0.08 (Hair et al., 2006). 

Based on this analysis, the researcher determined that the default model had adequate 

goodness of fit for the research. 

 

4.6.2 SEM outcomes 

 

The fit indices were tested and the proposed model had an adequate fit to the 

data. The final analysis is the path analysis which test and quantify the relationship 

between each variable in the research by analyzing the regression weights and 

standardized regression weights (See Appendix C). The Significant and non-significant 

paths are shown in straight and broken lines respectively in Figure 13. The path analysis 

or path link is analyzed by estimated standard regression coefficient. Table 31 

summarizes the coefficients associated with each of the relationships and paths shown 

in the model. 

 

Table 31 Summary of coefficients within the model 

Factor Coefficient 

IT capabilities  Dynamic capabilities 0.93*** 

IT capabilities  Organizational learning capability 0.44*** 

IT capabilities  Knowledge management capability 0.45*** 

Transformational Leadership  Dynamic capabilities -0.04 

Transformational Leadership  Organizational learning 

capability 
0.49*** 

Transformational Leadership  Knowledge management 

capability 
0.42*** 

Transactional Leadership  Dynamic capabilities -0.02 

Transactional Leadership  Organizational learning capability -0.03 

Transactional Leadership  Knowledge management capability -0.11 

Dynamic capabilities  Organizational innovation capability 0.16*** 

Organizational learning capability  Organizational innovation 

capability 
0.56*** 
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Factor Coefficient 

Knowledge management capability  Organizational 

innovation capability 
0.19** 

Organizational innovation capability  Performance 0.75*** 

Transformational Leadership  Performance 0.16 

IT capabilities  Performance -0.11 

Transactional Leadership  Performance 0.05 

**p<0.05 

***p<0.01 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 13 Final path model with standardized coefficients 

 

Statistical coefficients range from 0.16 (Dynamic capabilities to Organizational 

innovation capabilities) to 0.93 (IT capabilities to Dynamic capabilities). The 

significant paths are from IT capabilities to Dynamic capabilities, Organizational 

learning capabilities, knowledge management capabilities; Transformational 

leadership to Organizational learning capabilities, knowledge management capabilities; 

Dynamic capabilities to Organizational innovation capabilities; Organizational learning 

capabilities to Organizational innovation capabilities; knowledge management 

capabilities to Organizational innovation capabilities; Organizational innovation 

capabilities to performance. 

 The non-significant paths are from Transactional leadership to Dynamic 
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capabilities, Organizational learning capabilities, knowledge management capabilities 

and Transformational leadership to Dynamic capabilities. 

 

4.7 Hypothesis Testing  

 

There are 16 hypotheses in this research of which the results are summarized in 

table 32. H1-H4 and H9-H10 are about testing the relationship between leadership 

styles (transformational leadership and transactional leadership) and organizational 

capabilities (dynamic capabilities, organizational learning capabilities, and knowledge 

management capabilities). Only H3 (transformational leadership have positive impact 

on organizational learning capabilities) and H4 (transformational leadership have 

positive impact on knowledge management capabilities) are accepted. H5-H7 which 

test the effect of dynamic capabilities, organizational learning capabilities, and 

knowledge management capabilities on organizational innovation capabilities are all 

accepted. H8 which aim to test the relationship between organizational innovation 

capabilities and performance and is accepted. H11-H13 concerning the impact of IT 

capabilities on of dynamic capabilities, organizational learning capabilities, and 

knowledge management capabilities are accepted. Finally, H14-16 test the relationship 

between transformational leadership-performance, transactional leadership-

performance, and IT capabilities-performance respectively. Those with the outcome of 

“Not accepted” are H1 (transformational leadership have positive impact on dynamic 

capabilities), H2 (transactional leadership have positive impact on dynamic 

capabilities), H9 (transactional leadership have positive impact on knowledge 

management capabilities), H10 (transactional leadership have positive impact on 

organizational learning capabilities), H14 (transformational leadership have significant 

direct effect on performance), H15 (transactional leadership have significant direct 

effect on performance), and H16 (IT capabilities have significant direct effect on 

performance).  

 

Table 32 Hypothesis Testing 

Hypothesis statement outcome 

H1 Transformational leadership has significant and 

positive effect on dynamic capabilities 

Not-accepted 
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Hypothesis statement outcome 

H2 Transactional leadership has significant and 

positive effect on dynamic capabilities 

Not-accepted 

H3 Transformational leadership has significant and 

positive effect on organizational learning 

capabilities 

Accepted 

H4 Transformational leadership have significant and 

positive effect on knowledge management 

capabilities 

Accepted 

H5 Organizational learning capabilities have 

significant and positive effect on organizational 

innovation capabilities 

Accepted 

H6 Knowledge management capabilities have 

significant and positive effect on organizational 

innovation capabilities 

Accepted 

H7 Dynamic capabilities have significant and positive 

effect on organizational innovation capabilities 

Accepted 

H8 Organizational innovation capabilities have 

significant and positive effect on performance  

Accepted 

H9 Transactional leadership has significant and 

positive effect on knowledge management 

capabilities 

Not-accepted 

H10 Transactional leadership has significant and 

positive effect on organizational learning 

capabilities 

Not-accepted 

H11 IT capabilities have significant and positive effect 

on dynamic capabilities  

Accepted 

H12 IT capabilities have significant and positive effect 

on organizational learning capabilities 

Accepted 

H13 IT capabilities have significant and positive effect 

on knowledge management capabilities 

Accepted 

H14 Transformational leadership has significant and 

positive effect on performance 

Not-accepted 
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Hypothesis statement outcome 

H15 Transactional leadership has significant and 

positive effect on performance 

Not-accepted 

H16 IT capabilities have significant and positive effect 

on performance 

Not-accepted 

 

Regarding the testing of indirect effect of transformational leadership, 

transactional leadership, and IT capabilities on performance, the results of direct 

effects, indirect effect, and total effect of transformational leadership, transactional 

leadership, and IT capabilities on performance are shown in table 7.  

1.Transformational leadership has significant indirect effect on performance through 

the mediating effect of dynamic capabilities, organizational learning capabilities, and 

knowledge management capabilities which in turn affect organizational innovation 

capabilities. 

2.Transactional leadership has no significant indirect effect on performance through 

other variables. 

3.IT capabilities has significant indirect effect on performance through the mediating 

effect of dynamic capabilities, organizational learning capabilities, and knowledge 

management capabilities which in turn affect organizational innovation capabilities. 

 

Table 33 Direct effect, indirect effect, and total effect  

 

Variable 

Direct effect 

on 

performance 

Indirect effect 

on 

performance 

Total effect on 

performance 

Transformational 

leadership 

0.16 0.23* 0.39* 

IT capabilities -0.11 0.33* 0.22* 

Transactional leadership  

(contingent reward) 

0.05 -0.03 0.02 

* P<.05 
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CHAPTER 5 

Conclusion, Discussion and Recommendation 
 
 
 

The aim of this chapter is to present concluding comments on the study. There 

are five parts. The first part describe about the summary of study and research Results 

which summarize the answers to research questions and hypothesis. The second part is 

the discussion which compare the current research with previous studies. The third and 

the fourth part are research implication and managerial implications respectively. The 

last part is the limitations of the dissertation and recommendation for future research. 

 

5.1 Summary of study and Research Results 

 

The aim of the study was to develop and test a structural equation model (SEM) 

of the link between Leadership styles, IT capabilities and performance in digital era for 

private hospital and clinics. This thesis conceptualized and investigated the relationship 

between leadership style (transformational leadership and transactional leadership), IT 

capabilities, dynamic capabilities, organizational learning capabilities, knowledge 

management capabilities, organizational innovation capabilities, and performance. The 

conceptual SEM was developed from the existing literature on leadership styles, IT 

capabilities, other related capabilities, and performance in digital era for various 

industries including healthcare. Previous works focused on the link between leadership 

styles-performance and IT capabilities-performance separately. None have integrated 

the two concepts together. The chains of variable connecting between leadership styles-

performance and IT capabilities-performance are also studied in various sets of 

variables. None have incorporated the variables to study in the context of digital era or 

healthcare. From this argument, main research questions were investigated: What is the 

model of antecedents of performance according to the resource based view theory of 

the firm (RBV) in digital era for healthcare sector? and how do leadership style 

(transformational leadership and transactional leadership) and IT capabilities indirectly 

enhance performance via the direct effects on dynamic capabilities, organizational 

learning capabilities, knowledge management capabilities, organizational innovation 

capabilities for private hospital business in digital era? Another research question is 

Which leadership style (transformational leadership or transactional leadership) is 
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relevant in the model of antecedents of performance according to the resource based 

view theory of the firm (RBV) in digital era for healthcare sector? 

In order to fulfill the gap of knowledge in literature, a set of 13 hypotheses 

concerning direct and indirect links between constructs was derived and tested to 

answer the research questions. The conceptual model was tested using the results of a 

respondent self-administered survey. Non-probability sampling was used in this study. 

The survey included 40 questions and produced 400 valid questionnaires. For 

the statistical analysis of the primary data, descriptive analysis was used initially 

(frequencies, percentages). Factor analysis, confirmatory factor analysis (CFA), and 

structural equation modelling were used to test the Conceptual Model. Hypothesis 

testing was employed in the analysis and the presentation of the findings of this study. 

Descriptive analyses indicated that respondents in the study “agreed” that the 

organization have transformational leadership, transactional leadership, IT capabilities, 

organizational learning capabilities, knowledge management capabilities, 

organizational innovation capabilities and the perceived performance is “average”. 

Structural equation modeling analyses indicated that most of the indicators in the model 

were explained by their corresponding factors significantly. The measurement and 

structural regression models fitted the data well. 

Measurement scales of constructs satisfied the minimum requirements of 

Cronbach’s alpha coefficient. The measurement models of the SEM constructs were 

evaluated using confirmatory factor analysis (CFA). They were accepted on the basis 

of measures of fit, and the statistical significance of coefficients and signs. Preliminary 

analysis led to the modification of the conceptual SEM. The modified SEM was 

accepted on the basis of measures of fit, statistical significance and signs of coefficients. 

The result of this study revealed that transformational leadership and IT capabilities 

have indirect effects on performance via Dynamic capabilities, Organizational learning 

capabilities, Knowledge management capabilities which in turn effect organizational 

innovation capabilities. Total effect analysis reveals the importance and priority of 

building the capabilities for performance. The biggest effect is from IT capabilities to 

Dynamic capabilities followed by Organizational innovation capabilities to 

performance. Understanding the relationships and the magnitude of effect between 

these constructs can help the organizations to plan, prioritize, and implement their 

business strategy in digital era. 
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In conclusion, the results showed that transformational leadership and IT 

capabilities indirectly enhance performance via the mediating effects of dynamic 

capabilities, organizational learning capabilities, knowledge management capabilities 

which in turn have positive effect on organizational innovation capabilities except 

transformational leadership did not have significant direct effect on dynamic 

capabilities.  

Therefore, we conclude that if Thai hospitals and clinics intend to achieve better 

performance on digital era, they should consider building these capabilities including 

transformational leadership, IT capabilities, dynamic capabilities, organizational 

learning capabilities, knowledge management capabilities  and organizational 

innovation capabilities. They also need to understand the mechanism or the interactions 

between each capability. From this study, the empirical model for leadership styles and 

organizational capabilities for performance in digital era is establised.  

 

5.2 Discussion 

 

This section presents the discussions of the results of the current study. The 

results of the study are discussed with regard to the existing literature.  

The result of this study showed that when IT capabilities and leadership styles 

are integrated together in the research model, they showed indirect effect on 

performance through a chain of variables which are dynamic capabilities, 

organizational learning capabilities, knowledge management capabilities, and 

organizational innovation capabilities. This research combined the disciplines from 

technology perspective and leadership perspective in term of their role as antecedents 

of performance through other relevant organizational capabilities. Referred to previous 

literatures, there are both empirical evidence of the testing of direct and indirect effect 

of leadership styles on performance. For example, Al-Abrrow (2014) found that 

Transformational leadership has a direct positive effect on organizational performance. 

Transformational leadership also have indirect effect on performance via the direct 

effect on dynamic capabilities (Lopez-Cabrales, 2017), organizational learning 

(Aragon-Correa, 2007; Garcia-Morales et al., 2012; Noruzy et al., 2013; Zargozek, 

2009; Akay and Demirel, 2017; Al-Abrrow, 2014; Rehman et al., 2019), knowledge 

management (Noruzy et al., 2013; Akay and Demirel, 2017; Al-Abrrow, 2014; Nguyen, 
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2011). Past literatures also presented both the direct and indirect effect of IT capabilities 

on performance. For example, Aral (2007) found that IT investment allocations and 

organizational IT capabilities directly drive differences in firm performance. More 

studies have started to uncover the indirect link between IT capability and 

organizational performance. Pavlou and El Sawy (2005) showed that IT capability 

affects dynamic capabilities which in turn affect performance. Tippins and Sohi (2003) 

demonstrated IT capability affects organizational learning which in turn affects 

performance. Tanriverdi (2005) proved that knowledge management capability 

mediates the relationship between IT capability and organizational performance. Singh 

(2006) highlights the rich and enabling role of IT capability in positively enforcing 

knowledge management capability. Although the studies of IT capabilities and 

leadership styles are both in resource based perspective, they have never been studied 

together about their indirect effect on performance via the same mechanism or chains 

of variables.  

 Although Dynamic capabilities are widely studied as a concept or approach and 

variables in this study such as organizational learning capabilities, IT capabilities, 

knowledge management capabilities, organizational capabilities may fall under the 

umbrella of dynamic capabilities, the researcher argued that dynamic capabilities are 

broad yet distinct from other capabilities that are more specific. Therefore, the 

researcher intended to study dynamic capabilities as a variable instead of a theory or 

approach. From this sense, the researcher viewed dynamic capabilities as a first order 

construct and adopted measures from literatures that are related to digital or IT. This 

was done the same way with Pavlou and El Sawy (2005) and Drnevich (2011) who 

treated Dynamic capabilities is a first-order construct.  

In terms of hypothesis testing, most of the hypotheses are accepted. Our findings 

showed that Transformational leadership have the effects on Organizational learning 

capabilities, Knowledge management capabilities which in turn effect organizational 

innovation capabilities and performance consequently. These findings are consistent 

with previous studies, particularly those developed by Aragon-Correa (2005), J. A., 

Garcia-Morales et al., (2007), Noruzy et al. (2013), Al-Abrrow (2014) and Akay and 

Demirel (2018). Transformational leadership did not have any significant effect on 

dynamic capabilities. Most previous studies did not test the relationship between 

Transformational leadership and dynamic capabilities. Lopez-Cabrales (2015) argued 

that Transformational leadership was found to be positively associated with sensing 
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and seizing proxy of dynamic capabilities. Due to the fact that the transforming proxy 

of dynamic capabilities is the same concept as the nature of transformational leadership 

which inspire, motivate, and influence followers to change. Since the main purpose was 

to test the model and the relationship of these constructs as a whole, this study did not 

separate the sub-constructs of both Transformational leadership and dynamic 

capabilities. 

  Transactional leadership (contingent rewards) did not have significant effects 

on other variables in this study. Transactional leadership has not been applied or studied 

much at the strategic level. Previous literatures suggest that transformational leadership 

has better performance outcomes than transactional leadership (Epitropaki and Martin, 

2005; Lopez-Cabrales, 2015). Zagoršek (2009) argued that contingent reward part of 

transactional leadership has a strong impact on all organizational learning process. 

Jabnoun2005 found that the contingent reward proxy of transactional leadership had 

positive effect on service quality in UAE hospitals. Nguyen (2011) examined the 

influence of transformational and transactional leadership behaviors on knowledge 

management in small-to-medium sized enterprises (SMEs) operating in Australia. The 

results revealed that both transformational and transactional leadership are positively 

related to knowledge management practices. They also reveal that charismatic 

leadership and contingent reward leadership behaviors have greater influence on all the 

dimensions of knowledge management practices. Healthcare organization is a complex 

system which are consisted of departments, specialties, professional groups with 

nonlinear interactions and multidirectional goals. Leadership needs to capitalize on the 

diversity within the organization as a whole and efficiently utilize resources when 

designing management processes, while encouraging personnel to work towards 

common goals (Al-Sawai, A., 2013). Due to the uniqueness of healthcare system 

mentioned above, leadership has to be the manner of collaborative, shared, and 

distributed approach. There could be many reasons why transactional leadership is not 

as much preferred as transformational leadership. Transactional leadership is about to 

control the followers to get the same result. Therefore, this style of leadership does not 

motivate change and is not suitable for dynamic or changing environment. 

Transactional leadership also focus on short-term outcome rather than long term. In the 

context of digital era, companies including private healthcare sector need to transform 

or change in order to cope with social and technological disruptions. Thus, 

transformational leadership is more relevant than transactional leadership in this 
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domain. 

IT capabilities have indirect effect on performance through the mediating 

effects of dynamic capabilities, Organizational learning capabilities, and Knowledge 

management capabilities which in turn affect organizational innovation capabilities. 

These findings are in line with Tippins and Sohi (2003), Pavlou and El Sawy (2005) 

and Tanriverdi (2005). Bharadwaj (2000) argued that IT capabilities have direct effect 

with performance. Pavlou and El Sawy (2011) stated that historically IT infrastructure 

capabilities was focusing on supporting operational or ordinary capabilities. As firm in 

modern era have to face new turbulent business environment, IT infrastructure 

capabilities now emphasize on dynamic capabilities which is more relevant in dynamic 

environment.  

 Dynamic capabilities, Organizational learning capabilities, and Knowledge 

management capabilities are found to have direct effect with organizational innovation 

capabilities. This supported previous work by Liao (2010), Noruzy et al. (2013), 

Aragon-Correa (2007), and Garcia-Morales et al. (2012) which stated that 

Organizational learning capabilities, and Knowledge management capabilities have 

positive effect on organizational innovation capabilities. The result of the relationship 

between Dynamic capabilities and organizational innovation capabilities is consistent 

with the finding from Ferreira (2018).  

Organizational innovation capabilities is confirmed to be related to 

performance. This is in line with Noruzy et al. (2013), Aragon-Correa (2007), and 

Garcia-Morales et al (2012), Arif (2018), Bowen (2010), and Saunila (2010). Most of 

the researchers believe that adopting more innovations leads to greater benefits, profits 

and reduced organization cost (Gopalakrishnan, 2000). 

All above discussions suggest that IT capabilities and transformational 

leadership themselves may not be enough to enhance performance in digital era. They 

have to work through the buildings of Dynamic capabilities, Organizational learning 

capabilities, and Knowledge management capabilities which in turn affect 

organizational innovation capabilities and eventually lead to performance.  

 

5.3 Research Implications 

 

The study has achieved the broad objective of developing a structural equation 

model of the determinants of performance in digital era based on the resource based 
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view theory of the firm (RBV). The model confirms the relevance of the 

transformational leadership, IT capabilities, and other organizational capabilities 

including the most important contribution made by this study is that the study support 

the better understanding of research model, particularly in the area of leadership styles, 

IT capabilities, organizational capabilities, and performance. 

This paper bridges a gap in the literature concerning the relationship between 

leadership styles, IT capabilities organizational capabilities, and performance. The 

research demonstrated the importance of integrating IT capabilities and 

transformational leadership along with organizational capabilities such as dynamic 

capabilities, Organizational learning capabilities, Knowledge management capabilities, 

and organizational innovation capabilities to enhance performance in digital era.  

Under the umbrella of the resource based view theory of the firm (RBV), the 

mechanism of how IT capabilities and leadership styles indirectly affect performance 

are studied separately. For IT capabilities, Pavlou and El Sawy (2005) show that IT 

capability affects dynamic capabilities which in turn affect performance. Tippins and 

Sohi (2003) show IT capability affects organizational learning which in turn affects 

performance; Tanriverdi (2005) shows that KM capability mediates the relationship 

between IT capability and organizational performance.  

For leadership style, transformational leadership had a strong and significant 

influence on organizational learning which in turn affect organizational innovation and 

performance respectively (Aragon-Correa, J. A. (2005), Garcia-Morales et al., 2007). 

Noruzy et al. (2013) had studied the relationship between transformational leadership, 

organizational learning, knowledge management, organizational innovation and 

performance in Iranian manufacturing firms. It was found that transformational 

leadership indirectly influenced organizational performance through organizational 

learning, knowledge management, and organizational innovation. Akay and Demirel 

(2017) similarly discovered that transformational leadership was the key contributing 

factor for organizational learning and knowledge management which in turn influence 

organizational innovation. There are similarities in the means of how IT capabilities 

and leadership styles indirectly affect performance. 

This research showed that IT capabilities and leadership styles could be 

integrated and studied together under the same mechanism how they indirectly enhance 

performance in digital era for private healthcare sector. This may generate a call for 

research testing the same model in other context or industries. Other related variables 
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form different theories or discipline might as well be included to better fit the specific 

context.  

 

5.4 Managerial Implications 

 

Regarding managerial implications, the findings are also relevant for practice. 

Due to the difference in organization size, complexity, and flexibility of management 

between private hospitals and clinics, specific implications may be needed for each 

group. Private clinics are relatively smaller in organization size with less complexity 

and more flexibility in management when compared to private hospital. However, there 

are six common resources and capabilities that both private clinics and hospitals should 

have to enhance performance in digital era as follows. 

First, private hospitals and clinics should start from recruiting or creating 

managers or executives who are transformational leaders. This kind of leader always 

lookout for new opportunities such as new medical treatments, new health trends, 

emerging customer segment, etc. The manager also need to transmit the organization’s 

mission, vision, and purpose to all of the employees and encourage them to rethink 

about old problems in new ways. For example, the pain clinic has the mission to cure 

the pain of the patients by alleviating and treating every possible related disease. The 

employees of the pain clinic are then trained to prepare the clinic’s environment, 

instruments, and medical treatments to comfort the patient and lessen their pain both 

physically and emotionally. The old problem clinics have smaller facility compared to 

hospitals could be solved by the relevant point of care. The manager or executive should 

also be able to increase the level of enthusiasm of the employees, motivate and guide 

the employees on their job. For private hospitals, there is a challenge in creating the 

effectiveness of the role of transformation leaders due to less flexibility in management 

when compared to private clinics. Nevertheless, if executives of private hospitals could 

inspire and motivate the employees to break out of the routine, this will be a good start 

for them to transform in digital era. Transactional leadership may not be useful in this 

context since it only deal with short term and does not stimulate change to cope with 

fast changing environment.   

Second, private hospitals and clinics should invest in IT capabilities. For private 

hospitals, there should be a proper IT department with IT manager or director who will 

direct and manage the use of IT for the organizations. Private clinics have smaller 



148 
 

databases in which they could use IT outsourcing company to manage the clinic’s IT 

system, platform, and database. IT or digital technologies such as internet and social 

media could be used to collect and analyze market information. There should be a 

vision regarding how IT or digital technologies contributes to business value. For 

example, hospital information system is exploited as the core program that hospital 

personnel use to generate a fast and smooth process of patient care and patient 

experience. Private hospitals and clinics should also have the knowledge to utilize and 

maintain digital based communication links with both the employees and the customers.  

Third, both private hospitals and clinics should have dynamic capabilities to 

cope with changing market environments. They should frequently scan the environment 

for new business opportunities and make use of IT or digital technologies to implement 

new business process, create new customer relationship or even change way of doing 

business. For example, telehealth has been utilized by private hospitals and clinics to 

increase compliance and convenience for the patients. Private check-up clinics could 

use one-stop service mobile application for clients to book and pay for home service 

health check-up without having to visit the clinic.  

Fourth, organizational learning capabilities should be cultivated. Once fostered, 

they are called learning organizations where employee learning is perceived as an 

investment, not an expense. New knowledge that enter the organization will create 

critical capabilities and skills for the employees. For private clinics, doctors who have 

the best technical knowledge in the business must be able to share and convey relevant 

knowledge to the manager and rest of the employees in the clinic. Private hospitals may 

have to keep frontline doctors updated about the newest medical breakthrough from 

abroad such as new surgery techniques, anti-aging treatments, novel laboratory tests, 

etc. This can be done by supporting frontline doctors to attend international conferences 

or having international cooperation with renowned hospitals or faculties from other 

countries.   

Fifth, private hospitals and clinics should develop knowledge management 

capabilities. In order to do so, they must have processes for acquiring, integrating, and 

exchanging different sources and types of knowledge within and outside the 

organization. For example, they could frequently host a training or seminars with 

employees, customer, and business partners. These capabilities are very crucial for 

private hospitals where there are multiple departments and professions with complex 

structure.  
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Last, organizational innovation capabilities should be fostered. This could start 

from the management’s comprehension that support and encourage innovation. New 

ideas from customers, suppliers, and stakeholders are evaluated and included in product 

or service development activities which the employees are stimulated to participate. In 

this case, private clinics that are less complex but more flexible in management can 

have better opportunities in developing these capabilities. For example, they can 

implement newly approved innovative medical treatments such as new vaccines, anti-

aging treatment, and stem cells in short time. Private hospitals will have to undergo 

many steps in the trials of new innovative projects before being successfully 

implemented due strict regulations.  By this way, private hospitals and clinics are able 

to develop and produce new products or services continually. However, efforts to 

increase the quality of existing products or services should not be neglected. 

 

5.5 Limitations of the Dissertation and Recommendation for future research 

 

There are several limitations of this study that should be considered when 

interpreting its findings. First, this research only focuses on the constructs identified 

from theory and the nature of their relationships. Other constructs may exist, for 

example: organization structure, marketing capabilities, organizational culture, 

organization structure, environmental dynamism, etc. Regarding leadership style, this 

study investigated only transformational leadership and transactional leadership. Future 

study could consider including these and other new and emerging leadership style like 

digital leadership. 

Second, this paper solely concentrated on private hospitals and clinics. Other 

groups of private healthcare providers such as spa, dental clinic, and wellness center 

may be included. Public hospital and clinics could provide different or wider evidence. 

Furthermore, this research did not reflect conditions of other healthcare business 

provider outside Bangkok and Thailand. It would be interesting to explore in other 

provinces of Thailand or outside Thailand.  

The final limitation is the measurement of performance. The subjective scale of 

perceived performance that the company perform within 3 years may not validate the 

result of the study. Future study could use both objective and subjective measurement 

of performance. 
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APPENDIX A 

Research Questionnaire (English) 

 

 

 

 

 

 

THE MODEL OF LEADERSHIP STYLES, IT CAPABILITIES AND THEIR 

INDIRECT LINK TO PERFORMANCE IN DIGITAL ERA: PRIVATE 

HOSPITALS AND CLINICS, THAILAND 

Questionnaire  

 

Instructions  

There are 2 parts in this questionnaire  

Please read the instruction of each part.   

 

Screening question 

 

Are you involved in management of private clinics or hospitals? 

 Yes 

 No 

If “Yes”, please continue Part1  

 

Part1 Demographics  

Please read each statement carefully and then mark X in only one box 

 

Respondent Profile 

 

Your gender  

 Male  

 Female  
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Your age   

 under 25  

 25-34 

 35-49 

 50-64 

 65 or above  

Your education  

 Below Bachelor degree  

 Bachelor degree  

 Master degree  

 Doctoral degree  

 Medical doctor  

 Others……………  

Your job title  

 Manager  

 Medical director  

 Chief Executive Officer (CEO)  

 Owner/shareholder  

  Other :……………. 

 

Company Profile  

 

Number of employees working in your organization  

 1-9   

 10-49  

 50-199  

 200-499  

 500-999  

 1000-4999  

 above 5000  

Age of your organization  

 1-5   

 6-10 years  

 11-20 years  
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 21-30 years  

 30 years or more 

 

 

 Please read each statement carefully and then circle a number from 1 to 5 to indicate 

your levels of agreement with the following statements according to your organization 

actual status at the present time. 

 

 

 

 

 

 

2. Transactional Leadership (contingent rewards) capability  

 

Statements Levels of agreement 

1. The management provide an assistance in exchange for 

employees’ efforts.  

1 2 3 4 5 

Part2   

1.Transformational Leadership capability  

Statements  Levels of agreement  

1. The management is always on the lookout for new 

opportunities for the unit/department/organization.  

1 2 3 4 5 

2. The management transmit the organization’s mission, 

vision, and purpose to all of the employees.  

1 2 3 4 5 

3. The management encourage employees to rethink about 

old problems and ideas in new ways. 

1 2 3 4 5 

4.The management is able to increase employees’ level of 

enthusiasm.  

1 2 3 4 5 

5.The organization has leaders who are capable of motivating 

and guiding their colleagues on the job.  

1 2 3 4 5 

Strongly 

Disagree 

Disagree Undecided Agree Strongly 

Agree 

1 2 3 4 5 
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2. The management discuss in specific terms that are 

responsible for achieving performance target.  

1 2 3 4 5 

3. The management make clear what one can expect to 

receive when performance goals are achieved.    

1 2 3 4 5 

4. The management express satisfaction or compliment when 

employees meet expectations.  

1 2 3 4 5 

5. The management will recommend more compensation if 

the employees perform well or above-average. 

1 2 3 4 5 

  

3. IT capabilities  

 

Statements Levels of agreement 

1. We use IT or digital technologies to collect and analyze 

market information.  

1 2 3 4 5 

2. There is clarity of vision regarding how IT or digital 

technologies contributes to business value.  

1 2 3 4 5 

3. We have the knowledge to utilize and maintain digital 

based communication links with our customers. 

1 2 3 4 5 

4. Our members are linked by computer network or social 

network.  

1 2 3 4 5 

5. We constantly keep current with new information 

technology innovations. 

1 2 3 4 5 

 

4. Dynamic capabilities  

 

Statements Levels of agreement 

1. Our organization  frequently scan the environment to 

identify new business opportunities. 

1 2 3 4 5 

2. Our organization use IT or digital technologies to 

develop new product or services 

1 2 3 4 5 

3. Our organization use IT or digital technologies to 

implement new business process.  

1 2 3 4 5 
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4. Our organization use IT or digital technologies to create 

new customer relationship. 

1 2 3 4 5 

5. Our organization use IT or digital technologies to 

change way of doing business. 

1 2 3 4 5 

  

5. Organizational learning capability  

  

Statements Levels of 

agreement 

1. The organization has acquired and shared much new and 

relevant knowledge that provided competitive advantage.  

1 2 3 4 5 

2. The organization’s members have acquired some critical 

capabilities and skills that provided competitive advantage. 

1 2 3 4 5 

3. Organizational improvements have been influenced 

fundamentally by new knowledge entering the 

organization.  

1 2 3 4 5 

4. The organization is a learning organization.  1 2 3 4 5 

5. Employee learning is perceived as an investment, not an 

expense. 

1 2 3 4 5 

 

6. Knowledge management capability  

  

Statements Levels of 

agreement 

1. Our organization has processes for integrating different 

sources and types of knowledge. 

1 2 3 4 5 

2. Employees regularly attend courses, seminars, and 

training programs in order to be updated with new 

knowledge. 

1 2 3 4 5 

3. Our organization has processes for acquiring knowledge 

about our business partners. 

1 2 3 4 5 

4. Our organization has processes for exchanging 

knowledge with our business partners. 

1 2 3 4 5 
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5. Employees regularly share positive experiences and 

successful working methods. 

1 2 3 4 5 

 7. Organizational innovation capability  

 

Statements Levels of 

agreement 

1. Our organization has a culture and a management 

comprehension that support and encourage innovation  

1 2 3 4 5 

2. Our organization develops and produces new products or 

services continually.  

1 2 3 4 5 

3. Our organization gives priority to making efforts to increase 

the quality of products or services.  

1 2 3 4 5 

4. Employees are supported and encouraged to participate in 

activities such as a product development and innovation process 

improvement.  

1 2 3 4 5 

5. New ideas from customers, suppliers, and stakeholders are 

evaluated and included in product or service development 

activities. 

1 2 3 4 5 

 

8.Performance   

 

Please read each statement carefully and then circle a number from 1 to 5 to answer 

the following statements.  

 

 

 

 

How well does your organization perform within the last 3 years in the following 

areas? (your answer will not be revealed, please answer as much as is known / 

perceived)  

statements Levels 

1. Sales growth  1 2 3 4 5 

2. Net cost saving  1 2 3 4 5 

5 

Excellent 

1 

Poor 
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3. Profitability  1 2 3 4 5 

4. Customer satisfaction  1 2 3 4 5 

5. Quality improvement  1 2 3 4 5 

 

Additional comments :  

…………………………………..………………………………..……………………

…………..………………………………..…………………………………………… 

…..………………………………..…………………………………………………… 

…..………………………………..…………………………………………………… 

…..………………………………..…………………………………………………… 

…..………………………………..…………………………………………………… 
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APPENDIX B 

Research Questionnaire (Thai) 

 

 

 

 

 

แบบจ ำลองผลของรูปแบบของผูน้ ำและควำมสำมำรถดำ้นไอทีในฐำนะตวัขบัเคล่ือนผลกำร

ด ำเนินงำนส ำหรับองคก์รในยคุดิจิทลั: กำรศึกษำเชิงประจกัษใ์นธุรกิจโรงพยำบำลและคลินิกใน

ประเทศไทย 

แบบสอบถาม 

ค าถามคดักรอง 

ท่ำนมีส่วนร่วมในกำรบริหำรจดักำรโรงพยำบำลเอกชนหรือคลินิกเอกชนหรือไม่ 

 ใช่ 

 ไม่ใช่ 

หำกใช่กรุณำท ำแบบสอบถำมต่อ  

ข้อมูลพื้นฐานของผู้ตอบแบบสอบถามและองค์กร 

กรุณำเขียนเคร่ืองหมำย X เพียง 1ช่อง  

ขอ้มูลพืน้ฐำนของผูต้อบแบบสอบถำม 

 

ค าช้ีแจง 

แบบสอบถำมน้ีมี 2 ตอน 

กรุณำอ่ำนค ำช้ีแจงในแต่ละตอน 



177 
 

เพศ 

  ชำย 

 หญิง 

อำยขุองคุณ 

 ต ่ำกวำ่ 25 ปี 

 25-34 ปี 

 35-49 ปี 

 50-64 ปี 

 65 ปี หรือมำกกวำ่  

กำรศึกษำ 

 ต ่ำกวำ่ปริญญำตรี 

 ปริญญำตรี 

 ปริญญำโท 

 ปริญญำเอก 

 แพทย ์

 อ่ืนๆ โปรดระบุ………………………………. 

ต ำแหน่ง 

 ผูจ้ดักำร 

 ผูอ้  ำนวยกำรดำ้นกำรแพทย ์

 ประธำนเจำ้หนำ้ที่บริหำร 

 เจำ้ของ/ผูถื้อหุน้ 
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  อ่ืนๆ โปรดระบุ………………………………. 

 

ขอ้มูลพืน้ฐำนขององคก์ร 

จ ำนวนพนกังำนในองคก์รของคุณ 

 1-9 คน  

 10-49 คน 

 50-199 คน 

 200-499 คน 

 500-999 คน 

 1000-4999 คน 

 มำกกวำ่ 5000 คน 

อำยขุององคก์รของคุณนบัจำกวนัก่อตั้ง 

 1-5  ปี 

 6-10 ปี 

 11-20 ปี 

 21-30 ปี 

 30 ปีหรือมำกกวำ่ 
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ตอนที่2 

 

โปรดอ่ำนแต่ละขอ้ควำมอยำ่งละเอียดแลว้วงกลมจำก 1 ถึง 5 เพือ่ระบุระดบัของควำมเห็นดว้ยของ

คุณต่อขอ้ควำมต่อไปน้ีตำมสถำนะที่แทจ้ริงของ องคก์รของคุณ ณ เวลำปัจจุบนั 

 

 

 

 

ข้อความ          ระดับความเห็นด้วย 

1. ฝ่ำยบริหำรมองหำโอกำสใหม่ๆส ำหรับหน่วย/แผนก/องคก์รอยูเ่สมอ 1 2 3 4 5 

2. ฝ่ำยบริหำรถ่ำยทอดภำรกิจ วิสยัทศัน์และวตัถุประสงคข์ององคก์รแก่

พนกังำนทุกคน 
1 2 3 4 5 

3. ฝ่ำยบริหำรสนบัสนุนใหพ้นกังำนคิดและแกไ้ขปัญหำเก่ำๆในแบบใหม่ 1 2 3 4 5 

4. ฝ่ำยบริหำรสำมำรถเพิม่ระดบัควำมกระตือรือร้นของพนกังำน 1 2 3 4 5 

5. องคก์รมีผูน้ ำที่สำมำรถจูงใจและช้ีแนะผูร่้วมงำนขณะปฏิบตัิงำนจริงได ้ 1 2 3 4 5 

      

2. ความสามารถในการเป็นผู้น าแบบแลกเปลีย่น (การให้รางวลัตามสถานการณ์) 

 

ข้อความ ระดับความเห็นด้วย 

1. ฝ่ำยบริหำรใหค้วำมช่วยเหลือเป็นกำรแลกเปล่ียนกบัควำมพยำยำม

ของพนกังำน 

1 2 3 4 5 

1. ความสามารถในการเป็นผู้น าแห่งการเปลี่ยนแปลง 

ไม่เห็นดว้ยอยำ่งยิง่ ไม่เห็นดว้ย ไม่แน่ใจ   เห็นดว้ย   เห็นดว้ยอยำ่งยิง่   
 

1 2 3 4 5 



180 
 

2. ฝ่ำยบริหำรช้ีแจงรำยละเอียดและเง่ือนไขในกำรบรรลุเป้ำหมำยดำ้นผล

กำรด ำเนินงำน 

1 2 3 4 5 

3. ฝ่ำยบริหำรช้ีแจงชดัเจนวำ่ใครจะไดรั้บอะไรเม่ือสำมำรถบรรลุ

เป้ำหมำยดำ้นผลกำรด ำเนินงำนแลว้ 

1 2 3 4 5 

4. ฝ่ำยบริหำรแสดงควำมพงึพอใจหรือชมเชยเม่ือพนกังำนสำมำรถ

ปฏิบตัิไดต้ำมควำมคำดหวงั 

1 2 3 4 5 

5. ฝ่ำยบริหำรจะเสนอกำรเพิม่ค่ำตอบแทนใหห้ำกพนกังำนท ำงำนไดดี้

หรือสูงกวำ่มำตรฐำน 

1 2 3 4 5 

3. ความสามารถด้านไอท ี

 

ข้อความ                    ระดับความเห็นด้วย 

1. เรำใชไ้อทีหรือเทคโนโลยดิีจิตอลเพือ่เก็บและวเิครำะห์ขอ้มูล

กำรตลำด 

1 2 3 4 5 

2. องคก์รมีวสิยัทศัน์ที่ชดัเจนวำ่ไอทีหรือดิจิตอลมีส่วนช่วยสร้ำงมูลค่ำ

ทำงธุรกิจอยำ่งไร 

1 2 3 4 5 

3. เรำมีควำมรู้ที่จะใชป้ระโยชน์และดูแลรักษำช่องทำงกำรส่ือสำรแบบ

ดิจิตอลกบัลูกคำ้ของเรำ 

1 2 3 4 5 

4. สมำชิกองคก์รของเรำถูกเช่ือมโยงกนัดว้ยเครือข่ำยคอมพวิเตอร์หรือ

เครือข่ำยโซเชียล  

1 2 3 4 5 

5. เรำติดตำมนวตักรรมใหม่ๆดำ้นเทคโนโลยสีำรสนเทศอยูเ่สมอ 1 2 3 4 5 
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4. ความสามารถเชิงพลวัต 

 

ข้อความ ระดับความเห็นด้วย 

1. องคก์รของเรำพจิำรณำสภำพแวดลอ้มเพือ่เสำะหำโอกำส ใหม่ๆ

ทำงธุรกิจอยูเ่สมอ 

1 2 3 4 5 

2. องคก์รของเรำใชไ้อทีหรือเทคโนโลยดิีจิตอลเพื่อพฒันำสินคำ้และ

บริกำร 

1 2 3 4 5 

3. องคก์รของเรำใชไ้อทีหรือเทคโนโลยดิีจิตอลเพือ่ประยกุตใ์ช้

กระบวนกำรทำงธุรกิจใหม่ 

1 2 3 4 5 

4. องคก์รของเรำใชไ้อทีหรือเทคโนโลยดิีจิตอลเพือ่สร้ำง

ควำมสมัพนัธแ์บบใหม่กบัลูกคำ้ 

1 2 3 4 5 

5. องคก์รของเรำใชไ้อทีหรือเทคโนโลยดิีจิทลัเพื่อเปล่ียนวธีิกำร

ด ำเนินธุรกิจ 

1 2 3 4 5 

  

5. ความสามารถด้านการเรียนรู้ขององค์กร 

  

ข้อความ ระดับความเห็นด้วย 

1. องคก์รไดรั้บและแบ่งปันควำมรู้ใหม่ ๆ ที่เก่ียวขอ้งที่ช่วยสร้ำง

ควำมไดเ้ปรียบทำงกำรแข่งขนั 

1 2 3 4 5 

2. สมำชิกขององคก์รไดรั้บควำมสำมำรถและทกัษะที่ส ำคญัที่สร้ำง

ควำมไดเ้ปรียบทำงกำรแข่งขนั 

1 2 3 4 5 
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3. กำรปรับปรุงองคก์รระดบัรำกฐำนไดรั้บอิทธิพลมำจำกควำมรู้ใหม่

ที่เขำ้สู่องคก์ร 

1 2 3 4 5 

4. องคก์รเป็นองคก์รแห่งกำรเรียนรู้ 1 2 3 4 5 

5. กำรเรียนรู้ของพนกังำนถือเป็นกำรลงทุนไม่ใช่ค่ำใชจ่้ำย 1 2 3 4 5 

 

6. ความสามารถในการจัดการองค์ความรู้ 

  

ข้อความ                 ระดับความเห็นด้วย 

1. องคก์รของเรำมีกระบวนกำรในกำรรวบรวมควำมรู้จำก

แหล่งขอ้มูลและประเภทของขอ้มูลที่แตกต่ำงกนั 
 

1 2 3 4 5 

2. พนกังำนเขำ้ร่วมหลกัสูตรกำรสมัมนำและโปรแกรมกำร

ฝึกอบรมอยำ่งสม ่ำเสมอเพือ่อพัเดทควำมรู้ใหม่ ๆ 
 

1 2 3 4 5 

3. องคก์รของเรำมีกระบวนกำรไดม้ำซ่ึงควำมรู้เก่ียวกบั

พนัธมิตรทำงธุรกิจของเรำ 
 

1 2 3 4 5 

4. องคก์รของเรำมีกระบวนกำรส ำหรับกำรแลกเปล่ียนควำมรู้

กบัพนัธมิตรทำงธุรกิจของเรำ 
 

1 2 3 4 5 

5. พนกังำนแบ่งปันประสบกำรณ์เชิงบวกและวธีิกำรท ำงำนที่

ประสบควำมส ำเร็จเป็นประจ ำ 
 

1 2 3 4 5 
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7. ความสามารถด้านนวัตกรรมขององค์กร 

 

ข้อความ                 ระดับความเห็นด้วย 

1. องคก์รของเรำมีวฒันธรรมและควำมเขำ้ใจในดำ้นกำรจดักำรที่

สนบัสนุนและส่งเสริมนวตักรรม 

1 2 3 4 5 

2. องคก์รของเรำพฒันำและผลิตสินคำ้หรือบริกำรใหม่อยำ่งต่อเน่ือง 1 2 3 4 5 

3. องคก์รของเรำใหค้วำมส ำคญักบัควำมพยำยำมในกำรเพิม่คุณภำพ

ของผลิตภณัฑห์รือบริกำร 

1 2 3 4 5 

4. พนกังำนไดรั้บกำรสนบัสนุนและถูกส่งเสริมใหเ้ขำ้ร่วมในกิจกรรม

กำรพฒันำผลิตภณัฑแ์ละกำรปรับปรุงกระบวนกำรนวตักรรม 

1 2 3 4 5 

5. มีกำรน ำแนวคิดใหม่ๆจำกลูกคำ้ ซพัพลำยเออร์และผูมี้ส่วนไดเ้สีย

มำประเมินและรวมอยูใ่นกิจกรรมกำรพฒันำผลิตภณัฑห์รือบริกำร 

1 2 3 4 5 

 

8.  ผลการด าเนินงาน 

 

โปรดอ่ำนแต่ละขอ้ควำมอยำ่งละเอียดแลว้วงกลมจำก 1 ถึง 5 เพือ่ตอบค ำถำมต่อไปน้ี 

 

          

 

 

องคก์รของคุณมีผลกำรด ำเนินงำนดีเพยีงใดในช่วง3ปีที่ผำ่นมำในเร่ืองต่อไปน้ี (ค  ำตอบของคุณจะ

ไม่ถูกเปิดเผย กรุณำตอบตำมควำมเป็นจริงเท่ำที่ทรำบ/รับรู้) 

5 
ยอดเยีย่ม 

1 
แย ่
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ข้อความ ระดับความเห็นด้วย 

1. กำรเติบโตของยอดขำย 1 2 3 4 5 

2. กำรประหยดัตน้ทุนสุทธิ 1 2 3 4 5 

3. กำรท ำก ำไร 1 2 3 4 5 

4. ควำมพงึพอใจของลูกคำ้ 1 2 3 4 5 

5. กำรปรับปรุงคุณภำพ 1 2 3 4 5 

 

ความคดิเห็นเพิ่มเติม: 

………………………………………………………………………………………………………

………………………………………………………………………………………………………. 

………………………………………………………………………………………………………. 

……………………………………………………………………………………………………… 
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APPENDIX C 

Maximum Likelihood Estimates 

Regression Weights: (Group number 1 - Default model) 

   Estimate S.E. C.R. P Label 

DC <--- TFL -.053 .145 -.365 .715  

KMC <--- TFL .437 .139 3.150 .002  

DC <--- ITC .990 .107 9.219 ***  

OLC <--- ITC .423 .081 5.256 ***  

KMC <--- ITC .367 .076 4.828 ***  

DC <--- TSL -.024 .117 -.203 .839  

OLC <--- TSL -.035 .115 -.305 .760  

KMC <--- TSL -.111 .107 -1.039 .299  

OLC <--- TFL .569 .146 3.893 ***  

OIC <--- OLC .590 .123 4.802 ***  

OIC <--- KMC .261 .124 2.109 .035  

OIC <--- DC .171 .061 2.796 .005  

P <--- OIC .527 .160 3.304 ***  

P <--- TFL .168 .176 .958 .338  

P <--- ITC -.092 .124 -.737 .461  

P <--- TSL .046 .134 .344 .731  

TFL4 <--- TFL 1.249 .115 10.899 ***  

TFL3 <--- TFL 1.424 .109 13.108 ***  

TFL2 <--- TFL 1.188 .095 12.461 ***  

TFL1 <--- TFL 1.000     

TFL5 <--- TFL 1.325 .110 12.092 ***  

ITC4 <--- ITC .818 .086 9.537 ***  

ITC3 <--- ITC 1.016 .082 12.374 ***  

ITC2 <--- ITC 1.043 .073 14.206 ***  

ITC1 <--- ITC 1.000     

ITC5 <--- ITC 1.009 .085 11.813 ***  

TSL4 <--- TSL .989 .091 10.832 ***  

TSL3 <--- TSL 1.189 .098 12.187 ***  

TSL2 <--- TSL 1.118 .097 11.578 ***  

TSL1 <--- TSL 1.000     

TSL5 <--- TSL 1.242 .108 11.469 ***  

OLC4 <--- OLC 1.044 .073 14.356 ***  

OLC3 <--- OLC .988 .063 15.655 ***  
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   Estimate S.E. C.R. P Label 

OLC2 <--- OLC 1.000     

OLC1 <--- OLC 1.000     

OLC5 <--- OLC .726 .072 10.152 ***  

OIC2 <--- OIC 1.075 .093 11.625 ***  

OIC3 <--- OIC .854 .072 11.913 ***  

OIC4 <--- OIC .935 .080 11.690 ***  

OIC5 <--- OIC 1.000     

P2 <--- P 1.026 .122 8.420 ***  

P3 <--- P 1.018 .124 8.179 ***  

P4 <--- P .887 .072 12.268 ***  

P5 <--- P 1.000     

P1 <--- P 1.056 .124 8.546 ***  

KMC4 <--- KMC 1.100 .106 10.352 ***  

KMC3 <--- KMC 1.095 .100 10.913 ***  

KMC2 <--- KMC 1.232 .111 11.086 ***  

KMC1 <--- KMC 1.000     

KMC5 <--- KMC 1.387 .120 11.579 ***  

DC2 <--- DC .911 .060 15.074 ***  

DC3 <--- DC 1.010 .059 17.112 ***  

DC4 <--- DC .948 .061 15.576 ***  

DC5 <--- DC 1.000     

DC1 <--- DC .814 .069 11.741 ***  

OIC1 <--- OIC .977 .086 11.359 ***  

 

Standardized Regression Weights: (Group number 1 - Default model) 

   Estimate 

DC <--- TFL -.040 

KMC <--- TFL .431 

DC <--- ITC .930 

OLC <--- ITC .447 

KMC <--- ITC .449 

DC <--- TSL -.019 

OLC <--- TSL -.032 

KMC <--- TSL -.116 

OLC <--- TFL .484 

OIC <--- OLC .530 

OIC <--- KMC .202 
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   Estimate 

OIC <--- DC .173 

P <--- OIC .676 

P <--- TFL .165 

P <--- ITC -.111 

P <--- TSL .048 

TFL4 <--- TFL .790 

TFL3 <--- TFL .883 

TFL2 <--- TFL .774 

TFL1 <--- TFL .756 

TFL5 <--- TFL .815 

ITC4 <--- ITC .697 

ITC3 <--- ITC .818 

ITC2 <--- ITC .829 

ITC1 <--- ITC .769 

ITC5 <--- ITC .786 

TSL4 <--- TSL .718 

TSL3 <--- TSL .797 

TSL2 <--- TSL .775 

TSL1 <--- TSL .775 

TSL5 <--- TSL .760 

OLC4 <--- OLC .810 

OLC3 <--- OLC .786 

OLC2 <--- OLC .804 

OLC1 <--- OLC .799 

OLC5 <--- OLC .628 

OIC2 <--- OIC .876 

OIC3 <--- OIC .787 

OIC4 <--- OIC .772 

OIC5 <--- OIC .807 

P2 <--- P .673 

P3 <--- P .730 

P4 <--- P .686 

P5 <--- P .702 

P1 <--- P .745 

KMC4 <--- KMC .727 

KMC3 <--- KMC .755 

KMC2 <--- KMC .739 

KMC1 <--- KMC .781 

KMC5 <--- KMC .917 
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   Estimate 

DC2 <--- DC .836 

DC3 <--- DC .909 

DC4 <--- DC .828 

DC5 <--- DC .852 

DC1 <--- DC .775 

OIC1 <--- OIC .809 

 


