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Thu Hien Nguyen (Vietnam), Dao Tung Nguyen (Vietnam), Tuan Anh Nguyen (Vietnam)

THE RELATIONSHIP BETWEEN

TRANSFORMATIONAL LEADERSHIP

STYLE, INNOVATION CAPABILITY,
MANAGEMENT ACCOUNTING
INFORMATION SYSTEMS, AND
PERFORMANCE IN VIETNAM'S
MANUFACTURING FIRMS

Abstract

This study examines the interrelationships among transformational leadership style,
innovation capability, management accounting information systems (MAIS) utiliza-
tion, and firm performance within Vietnam’s manufacturing sector. Survey data were
collected from 378 managers at medium and large-sized manufacturing firms, and an-
alyzed by partial least squares structural equation modeling (PLS-SEM) to test the pro-
posed hypotheses. The findings demonstrate that the transformational leadership style
has significant positive effects on innovation capability, MAIS utilization, and firm
performance. Furthermore, innovation capability positively impacts both MAIS uti-
lization and firm performance, while MAIS utilization directly enhances performance
outcomes. Beyond these direct effects, the study also explores multiple mediating
mechanisms: transformational leadership style indirectly helps improve firm perfor-
mance via innovation capability and MAIS utilization, and it fosters MAIS utilization
via the mediating influence of innovation capability. Similarly, innovation capability
contributes to enhancing firm performance via the effective use of MAIS. These results
underscore the strategic roles of leadership, innovation, and accounting information
systems in driving and improving firm performance and offer valuable insights for
managers aiming to sustain competitive advantage in manufacturing industries.

Keywords transformational leadership style, innovation capability,
management accounting information systems (MAIS),
performance, manufacturing firm, Vietnam

JEL Classification M14, M41, L25, L69

INTRODUCTION

Globalization and rapid technological advancements have fundamen-
tally reshaped the dynamics of competition, so beyond ensuring op-
erational efficiency, firms are required to develop the capacity for agile
adaptation to the volatility and evolving conditions of the contempo-
rary business environment. This requires companies not only to in-
novate continuously but also to effectively utilize their resources and
capabilities to create value, such as changing management methods,
innovating operating mechanisms and business models, and apply-
ing modern management tools (Jimenéz-Jimenéz et al., 2018; Hadid
& Al-Sayed, 2021). In this case, leaders are considered the key fac-
tor in changing and determining the organization’s success or fail-
ure. However, an organization’s successful change requires active hu-
man resource participation and employees’ trust in the leaders (Geller,
2003). Successful leaders know how to select a suitable leadership
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style to enhance employee performance (Bass, 1985), thereby improving organizational performance.
Moreover, no single leadership style is suitable for all situations, so organizations must choose leader-
ship styles that align with their culture, goals, and characteristics to enhance leadership effectiveness.
Visionary leaders will be the premise for the development of leadership models in contemporary con-
texts (Harsanto & Roelfsema, 2015), such as transformational, servant, and transactional leadership,
etc., of which transformational leadership has been a leadership model that significantly contributes
to completing individual and organizational goals (Gyensare et al., 2017). This leadership style influ-
ences employees’ attitudes and behaviors, as well as organizational characteristics (Garcia-Morales et al.,
2008). Therefore, to cope with the increasing volatility of contemporary business environments, man-
agers need to change their thinking and transition from traditional leadership models toward vision-
oriented leadership. Recognizing the important role of transformational leadership in firms’ sustainable
development, numerous scholars have examined the impact of transformational leadership on various
dimensions in firm operations, such as management control systems, culture, innovation, organiza-
tional performance, etc. Moreover, the mechanisms of how transformational leadership influences per-
formance through mediating factors such as organizational culture and innovation (Jung et al., 2008;
Garcia-Morales et al., 2012), management control system (Abernethy et al., 2010; Nguyen et al., 2017),
management accounting systems (Le et al., 2020; Juliana et al., 2021), organizational learning (Gomes et
al., 2021), and knowledge sharing (Shahzad et al., 2022), are widely explored.

Recent empirical evidence underscores the pivotal role of transformational leadership in promoting
firms’ sustainable development. Nevertheless, in developing-country contexts such as Vietnam, manage-
rial awareness of the benefits of a transformational leadership style remains limited in many companies.
Therefore, companies often place insufficient emphasis on nurturing a culture of innovation, creating a
democratic workplace, promoting collaboration and creative thinking, and investing in skills training
for human resources. These shortcomings hinder the effective use of modern management tools. In ad-
dition, many companies still struggle to access investment capital for equipment upgrades and techno-
logical innovation, and face limitations in human resources and staff skills when implementing modern
management systems. These limitations have negatively affected the performance and competitive ad-
vantage of Vietnamese enterprises in the international market. Therefore, the study of the relationship
between transformational leadership style, innovation capability, management accounting information
systems (MAIS), and performance will supplement the existing literature’s shortcomings, thereby offer-
ing deeper insights into the multidimensional relationships among these factors within manufacturing
firms in developing countries. Furthermore, the research results provide empirical evidence to support
leaders in developing innovative strategies, implementing advanced management tools, and adjusting
leadership styles to suit the firm’s specific characteristics, thereby enhancing performance and competi-
tive advantage in the context of global economic integration.

1. LITERATURE REVIEW
AND HYPOTHESES

are valuable, rare, inimitable, and non-substitut-
able, thereby playing a fundamental role in creat-
ing superior organizational performance (Barney,

Based on the resource-based view and contingency  1991; Peteraf, 1993). In particular, transformation-

theory, the relationship between transformational
leadership, innovation capability, management
accounting information systems (MAIS), and or-
ganizational performance can be interpreted as a
mutually reinforcing mechanism that facilitates
the creation and sustenance of sustainable com-
petitive advantage. Resource-based view theory
argues that internal resources such as transforma-
tional leadership, innovation capability, and MAIS
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al leadership serves as an intangible resource that
fosters a learning culture, encourages creativity,
and guides the organization’s innovative vision
(Shahzad et al., 2022). By stimulating novel ideas
and innovation capabilities, leaders help translate
creative potential into practical outcomes, while
orienting the effective utilization of MAIS to en-
hance organizational performance. From the per-
spective of contingency theory, the effectiveness
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of internal resources depends on adaptability and
suitability to the organization’s specific context
(Otley, 1980; Chenhall, 2003). Therefore, MAIS
delivers value only when it is flexibly designed to
support the leader’s innovation strategy; it serves
as a connecting link between resources, capabili-
ties, and performance (Le et al., 2020; Tran, 2022;
Kubota & Okuda, 2023).

Transformational leadership can foster both in-
dividual and organizational innovation through
stimulating intrinsic motivation, enhancing
work commitment, and promoting creative
thinking among team members (Avolio et al,,
2004; Zhu et al., 2009). Leaders who adopt this
style consistently promote and encourage sub-
ordinates to proactively change and support cre-
ative thinking, thereby devising new solutions to
address the organization’s challenges (Zhu et al,,
2009; Khalili, 2016). This approach fosters enthu-
siasm and creativity, enhancing employees’ inno-
vative capacity and benefiting the organization
(Birasnav et al., 2013). Furthermore, when lead-
ers demonstrate positive behavior and support
their subordinates’ ideas, it promotes employee
creativity and generates innovation within the
organization (Nani & Safitri, 2021). Such innova-
tion-oriented leadership encourages the develop-
ment of novel ideas, products, and projects (Le et
al., 2020), thereby enhancing the organization’s
overall innovation capability.

In another aspect, transformational leadership pro-
motes shared interests and facilitates members’ ef-
forts toward the organization’s common goals
(Fauzi, 2023). By embedding a sense of responsibility
and commitment, this leadership style cultivates a
consistent organizational culture grounded in core
values that serve as the foundation for all activities
(Bass & Avolio, 1994). A positive organizational cul-
ture will facilitate the successful implementation and
use of accounting information systems (Qatawneh,
2023). When leaders view accounting information
as a crucial tool for planning and controlling, they
will encourage subordinates to use management
accounting information more extensively in their
tasks, thereby promoting the organization’s adop-
tion of modern management accounting techniques
(Abernethy et al., 2010; Kubota & Okuda, 2023).
Consequently, transformational leadership is well-
suited for organizations aiming to strengthen the

http://dx.doi.org/10.21511/ppm.23(4).2025.36
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application of management accounting practices
(Juliana et al., 2021). Additionally, this cultural envi-
ronment fosters trust and open communication, en-
courages knowledge sharing, and equips employees
with the necessary tools to make informed decisions
(Qatawneh, 2023), thereby contributing to enhanced
organizational performance.

Beyond inspiration, transformational leadership
encourages subordinates to maximize their poten-
tial to realize a shared vision and put greater effort
into each assigned task for the organization’s ben-
efit (Hilton et al., 2023) by fostering autonomy and
alleviating performance-related pressure on their
subordinates, which enhances work efficiency and
boosts intrinsic motivation and psychological em-
powerment among employees (Arif & Akram, 2018).
This will increase job satisfaction and encourage
employees to exhibit positive behaviors that lead to
higher performance (Nguyen et al., 2017).

Innovation capability refers to an organization’s
ability to adopt novel ideas, processes, products, or
services (Robb et al., 2022). Innovation-oriented or-
ganizations are willing to take risks to explore new
opportunities and experiment with creative ideas
(Martinez-Costa et al., 2019). Such organizations of-
ten enhance their risk management activities based
on the information from the management account-
ing systems (Soin & Collier, 2013). MAIS provides
timely, forward-looking information to help man-
agers respond to risks (Liem et al., 2020). They al-
so support activities such as forecasting, analyzing,
and transforming risks into actionable initiatives
that drive process improvement within the orga-
nization, contribute to product and service innova-
tion, and develop competitively positioned offerings
in the marketplace (Pasch, 2019; Saleh & Al-Nimer,
2022), as well as the reduction of uncertainty in de-
cision-making. Consequently, firms with high inno-
vation capability are more likely to integrate MAIS
into their operations (Tran, 2022).

In addition, innovation is a critical factor in de-
velopment strategies and a driver of organiza-
tional performance (Rosenbusch et al., 2011).
Organizations with high innovation rates are more
likely to enhance profitability, expand market
share, and successfully enter new markets; through
improved product and service quality, they can ef-
fectively reach diverse customers and maintain sus-
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tainable growth momentum (Alrowwad et al., 2020).
Innovation is considered a core element determinant
of organizational success (Nani & Safitri, 2021), as
it enables organizations to optimize resources, cre-
ate new value for customers, maintain their current
market share, and penetrate new markets (Miftah,
2020). Innovation-oriented organizations often max-
imize available skills and resources to develop new
activities (Jones, 2013). This focus on innovation fos-
ters the development of novel ideas, processes, prod-
ucts, and services (Hult et al., 2004), thereby enhanc-
ing organizational performance.

Management accounting systems are considered
complex administrative systems designed to pro-
vide crucial information that supports managers
in their decision-making and control processes
(Collier, 2015). This system delivers insights regard-
ing products, strategies, financial positions, compet-
itors, and market changes, thereby enabling manag-
ers to identify and address problems effectively (Bui
et al.,, 2023). As a result, management accounting
systems become powerful tools that help managers
make accurate, timely, and effective decisions in re-
sponse to fluctuations in the business environment
(Quang Hung et al., 2023). Moreover, when manag-
ers use information systems characterized by broad
scope, aggregation, integration, and timeliness, it
will enhance planning capabilities, thereby helping
organizations easily achieve their goals and improv-
ing managerial performance (Kesumawati et al.,
2019; Ghasemi et al., 2019).

Empirical studies emphasize that innovation capa-
bility affects all aspects of an organization, including
transformational leadership, management account-
ing systems, and performance. It is considered a key
resource that enhances organizational performance
(Rosenbusch et al., 2011) by fostering the generation
of unique ideas, products, services, and processes
that help organizations differentiate themselves in
the marketplace and deliver greater value to custom-
ers compared to competitors (Nasution & Mavondo,
2008). Organizations with strong innovation capa-
bilities are often better at leveraging management
accounting systems in their operations (Liem et al.,
2020; Tran, 2022), as these systems provide accurate,
timely information to evaluate the effectiveness of in-
novation activities. Meanwhile, the transformational
leadership style has been recognized as a key driver
of innovation and a stimulant of organizations’ inno-
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vation (Yoshida et al., 2014). Transformational lead-
ers foster employees’ commitment to change by link-
ing individual values with the organizational shared
vision. This linking enhances readiness to adopt
management accounting systems as part of the inno-
vation process (Tran, 2022), while encouraging em-
ployees to utilize management accounting informa-
tion more extensively for effective decision-making
(Abernethy et al., 2010; Qatawneh, 2023), hence con-
tributing to improved organizational performance.
Consequently, under the leadership of managers
who adopt a transformational style, employees dem-
onstrate a keen interest in innovation (Rawashdeh et
al,, 2021), and they are motivated to enhance their
work performance (Nguyen et al., 2017).

The design of a fit management accounting system
will depend on each organization’s specific charac-
teristics or context (Otley, 1980). This fit represents
the interaction among contingency factors, man-
agement accounting facets, and organizational out-
comes (Saleh & Al-Nimer, 2022). In uncertain mar-
kets, managers face pressure to innovate and utilize
resources more effectively to secure organizational
competitiveness. This necessitates adopting manage-
ment control systems and accounting tools tailored
to a specific operating environment to improve per-
formance (Kesumawati et al., 2019; Ghasemi et al.,
2019). The information provided by this system will
become knowledge for managers, supporting them
in making breakthrough decisions (Quang Hung et
al.,, 2023), thus offering a unique competitive advan-
tage (Collier, 2015).

Furthermore, innovation capability is positively re-
lated to the management accounting system, so this
system should be closely linked to and aligned with
the innovation strategy and organizational culture to
enhance performance (Al-Baghdadi et al., 2021). The
effective design and use of this accounting system
can translate leaders’ innovative visions into action-
able operational outcomes, strengthening firm per-
formance. In another aspect, organizations that pur-
sue product innovation and differentiation strategies
through successful innovators can leverage MAIS to
uncover competitive products, adapt to technologi-
cal advancements and competitive pressures, and
make informed decisions (Pasch, 2019).

Previous research has explored the interconnections
among transformational leadership, innovation ca-
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pability, management accounting systems, and per-
formance. However, empirical findings remain in-
consistent due to differences in research objectives,
methodological approaches, and research contexts.
Notably, empirical evidence from developing econo-
mies is limited and has not clarified the mechanisms
by which transformational leadership influences or-
ganizational performance through the mediating
roles of innovation capability and the utilization of
MAIS. Consequently, there is a pressing need for ad-
ditional empirical research to advance understand-
ing of the nature of these linkages in developing
countries such as Vietnam.

The primary aim of this study is to analyze the rela-
tionships among TLS, innovation capability, MAIS
use, and performance in Vietnam’s manufacturing
firms. Grounded in theoretical and previous studies,
the hypotheses and a research model (Figure 1) are
built to clarify the above relationship, which are pre-
sented as follows:

HI:  Transformational leadership style positively
impacts firms’ innovation capability.
H2: Transformational leadership style positively

impacts the utilization of MAIS within firms.

Problems and Perspectives in Management, Volume 23, Issue 4, 2025

H3:

H4:

Hb5:

He:

H7:

HS8:

Ho9:

HI0:

Transformational leadership style positively
impacts firm performance.

Innovation capability positively affects the
utilization of MAIS in firms.

Innovation capability positively impacts firm
performance.

Use of MAIS positively impacts firm
performance.

Transformational leadership style indirectly
influences firm performance through inno-
vation capability.

Transformational leadership style indirectly
influences the utilization of MAIS through
innovation capability.

Transformational leadership style indirectly
influences firm performance through the uti-
lization of MAIS.

Innovation capability indirectly influences
firm performance through the utilization of
MALIS.

—» Direct impact

————— >

Indirec impact

Note: Definition of variables: TLS = Transformational leadership style; INN = Innovation capability; MAIS = Management ac-

counting information systems; PER = Firm performance.

Figure 1. Proposed research model

http://dx.doi.org/10.21511/ppm.23(4).2025.36
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2. METHODS

2.1. Research sample

The study selected the sample by surveying manag-
ers at medium and large-sized firms in Vietnam’s
manufacturing and processing sectors (Table 1).
This decision was based on the following reasons.
First, managers play a crucial role in changing the
organization, orienting innovation strategies, and
building modern management control systems
suitable to the characteristics of the firm’s opera-
tions. Second, medium and large-sized enterprises
often have clear organizational structures, profes-
sional management processes, and highly special-
ized managers. This is a favorable condition for
effectively implementing transformational leader-
ship models, modern management accounting sys-
tems, and systematic innovation programs. With
a multi-layered management structure, these en-
terprises need to adopt a transformational leader-
ship style to spread vision, foster motivation, and
encourage innovation across multiple levels of the
organization. Moreover, the scale and complexity
of production activities require the systematic use
of MAIS for planning, strategic decision-making,
and performance control. In particular, a human
resources team of highly qualified individuals
working in many fields and actively participating
in the innovation process helps to evaluate the im-
pact of transformational leadership and innovation
capacity more objectively and comprehensively.
Third, manufacturing firms in Vietnam are seek-
ing solutions to enhance internal capacity, inno-
vate management methods, and improve produc-
tion technology to meet technical standards, qual-
ity, product prices, product diversity, and customer
needs, thereby adapting to market fluctuations in
the global economic integration. Fourth, the re-
search sample focuses on a specific sector (manu-
facturing and processing sector), which better re-
flects the intrinsic characteristics and limits the
potential for confounding variables arising from
a multi-sector sampling frame, thereby increasing
the study’s internal validity more than multi-sector
research (Ittner et al., 2003). The manufacturing
and processing sector is one of the key industrial
areas, characterized by high labor and technology
intensity, and it represents Vietnam’s industrializa-
tion capacity. Enterprises in this sector often face
pressures from global competition, market fluctua-

518

tions, and technology innovation requirements, so
the role of leaders becomes crucial in promoting
innovation, organizational learning, process im-
provement, and exploiting management account-
ing information as a strategic tool to improve busi-
ness performance and competitiveness.

The determination of the research sample size de-
pends on the chosen regression analysis method,
the required reliability level, and the number of
variables in the research model. There are differ-
ing opinions on the ideal sample size (Kline, 2016);
however, when analyzing structural equation
modeling (SEM), the minimum sample size is 300
(Hair et al., 2021). The sample size of this study (n
= 378) met the minimum required level.

2.2. Measurement scales

The measurement scales are built based on previ-
ous studies and adjusted to suit the actual condi-
tions of manufacturing enterprises in Vietnam.
This adaptation to the study’s specific context en-
sures that the scales are not only reliable but also
relevant to the fields of management and manufac-
turing. The scales were selected, screened, and ad-
justed in comparison to the original scale through
consultation and a survey of experts with in-depth
knowledge of the research field. The transforma-
tional leadership style (TLS) scale consists of six
items (Garcia-Morales et al., 2012; Nguyen et al.,
2017; Juliana et al., 2021; Shahzad et al., 2022; Tran,
2022). The innovation capability scale consists of
five items, adapted from Hult et al. (2004), Le et al.
(2020), Saeidi et al. (2021), and Saleh and Al-Nimer
(2022). For management accounting information
systems (MAIS), the scale consists of four main
components: broad scope (SCO), aggregation
(AGQG), integration (INT), and timeliness (TIM).
Accordingly, except for aggregation management
accounting information measured by three items,
each remaining component is measured by four
items and developed from the previous studies
(e.g., Agbejule, 2005; Le et al., 2020; Tran, 2022;
Quang Hung et al., 2023). Finally, the indicators
for assessing firm performance (PER) include
two main components - financial and non-fi-
nancial performance - each measured using five
items adapted from scales in previous studies (e.g.,
Nguyen, 2018; Le et al., 2020). The measurement
scales are described in Appendix A.

http://dx.doi.org/10.21511/ppm.23(4).2025.36



2.3. Data collection method

This study collected data through a questionnaire
survey (see Appendix A) sent via email or direct
interviews with managers at 455 medium and
large-sized manufacturing firms across various
provinces and cities in Vietnam. To facilitate re-
spondents’ clear expression of their opinions and
minimize potential confusion (Marton-Williams,
1986), we used a 5-point Likert scale for all sur-
vey statements (ranging from 1 = “totally disagree”
to 5 = “totally agree”). The survey lasted over 4
months, from December 2024 to March 2025, and
415 questionnaires were collected, yielding a re-
sponse rate of 91.20%. However, 37 questionnaires
(8.92%) were discarded due to invalid responses:
respondents left the question blank, provided the
same answer uniformly, or were not firm manag-
ers. Ultimately, 378 valid questionnaires (91.08%)
were used for analysis. The demographic charac-
teristics are shown in Table 1.

Problems and Perspectives in Management, Volume 23, Issue 4, 2025

2.4. Data analysis method

To estimate the relationships in the linear
structural model and test the research hypoth-
eses, we used the partial least squares struc-
tural equation modeling (PLS-SEM) approach
for the following reasons. First, PLS-SEM ac-
commodates studies with small sample sizes
and is capable of analyzing complex models
with multiple observed, latent, and mediating
variables, particularly structural model testing.
This method also provides accurate parameter
estimates and robustly supports a detailed as-
sessment of the individual indicator associated
with each construct (Hair et al., 2021). Second,
PLS-SEM easily handles formative and reflec-
tive models, constructs measured by single
or multiple indicators. Finally, this method is
especially suitable for exploratory studies or
when the theoretical framework is not fully de-
veloped (Hair et al., 2019).

Table 1. Description of research sample characteristics

Characteristics Demographics Frequency Percentage (%)
Firm size Medium (100-200staff)
Lerge(>200staff) .
: Textile, leather, and footwear
Sector Machinery, equipment, mechanics
 Pharmaceutical production
ing, furniture |
Agriculture, forestry, and fisheries
LBl YIS e
3 31-40 years
Firm’s age ;
SIZ60YEArS
s 60 years
Position ors/directors

: Deputy general directors/Deputy directors

i Chief accountant

i 5-10 years

Work experience ;
i 11-20 years

> 20 years

i i Bachelor
EdUCatIOn 444444444444444444444444444444444444444444444444444444444444444444444444
Master
Gender i
i Female
Note: n =378.

http://dx.doi.org/10.21511/ppm.23(4).2025.36
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Given that all constructs in this study are mea-
sured using a reflective measurement model, the
data analysis and estimation procedures are con-
ducted with SMARTPLS 3.0. The evaluation pro-
cess comprises two stages: the assessment of the
measurement model and the structural model
(Henseler & Chin, 2010). The measurement mod-
el is examined through indicator reliability, in-
ternal consistency reliability, composite reliabil-
ity, convergent validity, and discriminant validity.
Subsequently, the structural model is assessed by
analyzing path coefficients, explanatory power,
predictive relevance, and effect size.

Table 2. Reliability and convergent validity

3. RESULTS

3.1. Measurement model assessment

The measurement properties of all constructs were
evaluated using key statistical indicators from the
measurement model, including outer loadings, in-
ternal consistency reliability, convergent validity,
and discriminant validity (Hair et al., 2019, 2021).
As shown in Table 2, all outer loadings are above
0.7, evidencing robust indicator reliability (Hair et
al., 2019, 2021). Furthermore, Cronbach’s Alpha
(CA), rho_A, and composite reliability (CR) were

Variable Measured Outer loadings CA rho_A CR AVE
TLS1 0.820
TLS2
TLS3
Transformational leadership style (TLS) TLS4 0.872 0.876 0.904 0.610
TLS5
TLS6
INN1
Innovation capability (INN) 0.818 0.869 0.571
Broad scope (SCO) 0.838 0.889 0.668
Timeless (TIM) 0.850 0.893 0.667
Aggregation (AGG) 0.861 0.915 0.782
Integration (INT) 0.829 0.885 0.659
Financial performance (PER_F) 0.870 0.905 0.655
PER_F5
PER_nF1
PER_nF2
Non-financial performance (PER_nF) PER_nF3 0.885 0.915 0.683

PER_nF5
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Table 3. Discriminant validity

Problems and Perspectives in Management, Volume 23, Issue 4, 2025

Variable TLS INN sco TIM AGG INT PER_F PER_nF
J 0.781
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Note: TLS = Transformational leadership style; INN = Innovation capability; SCO = Broad scope; TIM = Timeless; AGG = Aggrega-
tion; INT = Integration; PER_F = Financial performance; PER_nF = Non-financial performance.

all above 0.7, indicating that the scales formed re-
liable constructs (Henseler & Chin, 2010; Hair et
al., 2017, 2019, 2021). All constructs also achieved
AVEs above the 0.50 cut-off, thus satisfying the
criterion for convergent validity (Hair et al., 2017,
2019, 2021).

We used the criteria proposed by Fornell and
Larcker (1981) and Henseler et al. (2015) to assess
the discriminant validity of the constructs, as the
Fornell-Larcker criterion, Heterotrait-Monotrait
ratio (HTMT). The result presented in Table 3,
the square roots of the AVE values (bolded on
the diagonal) for each variable lie above the di-
agonal, exceed the corresponding correlation co-
efficients with other latent variables (below the
diagonal), satisfying the Fornell-Larcker dis-
criminant validity criterion. Besides, all HTMT
values (italicized) were below the threshold of
0.90; thus, the discriminant validity between the
latent constructs is consistent with the proposal
of Henseler et al. (2015).

In addition, the research model incorporates two
second-order constructs, MAIS and PER; conse-
quently, the analysis also investigates the relation-
ships between the first-order and second-order
constructs. As presented in Table 4, all measure-
ment indicators with these second-order con-
structs met the standards for convergent validity.
Specifically, all outer loadings exceeded 0.7, dem-
onstrating high indicator individual reliability for
the observed variables; the values of CA, rho_ A,
and CR were all greater than 0.70, confirming
high internal consistency reliability; and all AVE
values were above 0.50. This result confirms that
the convergent reliability of the measurement
model is guaranteed.

The results in Table 5 further demonstrate that the
second-order constructs also fulfilled the discrim-
inant validity requirements. The square roots of
the AVE for each construct (bolded on the diago-
nal) were larger than the corresponding inter-con-
struct correlation coefficients (below the diagonal).

Table 4. Reliability and convergent validity (second-order variables)

Variable : Measured ;| Outerloadings | CA  rho A CR : AVE
.5co 0828 5 5 E

o _ TIM 0.816

Management accounting information systems (MAIS) ot (0853 010,855 10,901 ¢ 0.694
AGG 084

,,,,,,,,,,,,,,,,,,,,,,,,,, INT LS N VO SN S

PER_F 0.929

Firm performance (PER) g 0,851 1 0.853 1 0.930 ¢ 0.870
PER_nF 0.937 H H

Note: INN = Innovation capability; SCO = Broad-scope; TIM = Timeless; AGG = Aggregation; INT = Integration; PER_F = Financial

performance; PER_nF = Non-financial performance.
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Table 5. Discriminant validity (second-order variables)

Variable TLS INN MAIS PER
TLS """"""" 0.781
e gf;;‘g 0.756
MAS 017 0507
0700 0501 g

Note: TLS = Transformational leadership style; INN = Innovation
tems; PER = Performance.

At the same time, all HTMT ratios (italicized) re-
mained below the 0.90 threshold. This provides
consistent support for the discriminant validity of
the second-order variables.

3.2. Structural model assessment

3.2.1. Explanatory power (R?) and predictive
relevance (Q?)

The explanatory power (R*) and predictive relevance
(Q?) of the research model were assessed in accor-
dance with the criteria proposed by Hair et al. (2019).
Accordingly, the model has a high explanatory power
when R* > 0.75, a moderate level when 0.50 < R* <
0.75, and a low level when 0.25 < R? < 0.50. Similarly,
the model has high predictive significance when Q* >
0.5, moderate when 0.25 < Q* < 0.50, and low when
0 < Q* < 0.25. The results in Table 6 show that the
variables PER, MAIS, and INN all have R* values
exceeding 0.25, indicating that the modebs explana-
tory ability is primarily moderate, thereby reinforc-
ing its robustness. Additionally, all Q* values for PER,
MALIS, and INN are positive, confirming the signifi-
cance of the model’s predictive relevance and affirm-
ing practical applicability.

Table 6. Explanatory power and predictive
relevance

Variable R? R? Adjusted Q2
INN 0.417 0.416 0.231
MAIS...0583 0.581 0400
PER 0.541 0.538 0.465

Note: INN = Innovation capability; MAIS = management ac-
counting information systems; PER = Performance.

3.2.2. The effect size f?
The effect size coefficient (f?) reflects the degree

to which each exogenous construct contributes to
the explained variance (R?) of its corresponding
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capability; MAIS = Management accounting information sys-

endogenous construct. The thresholds for evalu-
ating effect size follow four categories: negligible
when f? < 0.02, small when 0.02 < f* < 0.15, me-
dium when 0.15 < f? < 0.35, and large when f* >
0.35 (Hair et al., 2021). The results in Table 7 indi-
cate that the impact of TLS on PER is small (f*> =
0.029), while its effect on MAIS is medium (f* =
0.295), and its impact on INN is large (f*> = 0.716).
Moreover, INN has a small impact on PER (f* =
0.137) and a medium effect on MAIS (f* = 0.204).
Similarly, MAIS demonstrates a small impact on
PER (f* = 0.079). Altogether, these results confirm
that all exogenous constructs have meaningful
contributions to the explained variance of their
respective endogenous constructs, thereby estab-
lishing the robustness of the structural model.

Table 7. The effect size f?

. Dependent variable
Independent variable T T
INN MAIS PER
N b 0:204 1 0137
MAIS B ¢ 0.079

Note: INN = Innovation capability; MAIS = management ac-
counting information systems; PER = Performance.

3.2.3. Hypotheses testing

The structural model was assessed using path
analysis to test the research hypotheses. To en-
sure robustness of the statistical estimates, the
bootstrapping technique with 5,000 resample
iterations was applied to evaluate the statistical
significance of the structural paths. This meth-
od enables the estimation of the standard errors,
t-statistics, and p-values of the path coefficients
(Hair et al., 2021).

Figure 2 and Table 8 present the structural model

results, revealing that all proposed relationships
are statistically significant at the 1% level.
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Table 8. Hypothesis testing
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Hypothesis Relationship B T-statistics p-value Decision
Direct impact

H1I  TISINN ' o 20850 0.000 Accept
H2 TLS - MAIS 10.397 : 0.000 Accept
M TLSOPER 3396 Accept
H4 INN = MAIS 8.458 Accept
LHO o INNSPER o 7058 Accept
H6 { MAIS > PER 4.975 Accept
O H7  ITISSINNSPER & 0233 6.346 Accept
H8  ITISINN->MAIS 1 0247 ¢ 7.544 Accept
H9 TLS - MAIS - PER 4.422 Accept
"HI0  INNSMASSPER . o112 4.054 Accept

Note: TLS = Transformational leadership style; INN = Innovation capability; MAIS = Management accounting information sys-

tems; PER = Performance.

The findings confirm that the transformational
leadership style has a positive relationship with
innovation capability (B = 0.646, p = 0.000), the
use of MAIS (B = 0.459, p = 0.000), and firm per-
formance (f = 0.172, p = 0.001), thereby providing
support for hypotheses H1, H2, and H3. Similarly,
innovation capability demonstrates a significant
positive relationship on both the use of MAIS (f =
0.382, p = 0.000) and firm performance ( = 0.360,
p = 0.000), thus supporting hypotheses H4 and
H5. The results further show that the utilization of
MALIS significantly positively relates to firm per-
formance (f = 0.294, p = 0.000), thus accepting
hypothesis H6.

In addition, the path analysis results support the
mediating role between the concepts proposed in
the research model. Accordingly, innovation ca-
pability mediates the effects of transformational
leadership style on both firm performance (f =
0.233, p = 0.000) and the use of MAIS (B = 0.247,
p =0.000), thus lending support to hypotheses H7
and HS. Likewise, the use of MAIS mediates the
positive relationships between transformational
leadership style and firm performance ( = 0.135,
p = 0.000), as well as between innovation capabil-
ity and firm performance ( = 0.112, p = 0.000),
providing support for hypotheses H9 and H10.

0.135™"

0.459""

_________

—» Direct impact

——————— >

Indirec impact

Note: "p < 0.05; “"p < 0.01; ""p < 0.001. TLS = Transformational leadership style; INN = Innovation capability; MAIS = Manage-

ment accounting information systems; PER = Performance.

Figure 2. Path coefficients of the structural model
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4. DISCUSSION

The findings of this study confirm that the trans-
formational leadership style positively influenc-
es three key critical areas: innovation capability,
the utilization of MAIS, and the performance of
Vietnam’s manufacturing firms. These findings
imply the essential role of transformational lead-
ers in fostering firms’ adaptability and competi-
tiveness within increasingly dynamic market con-
ditions. Accordingly, to enhance performance
and sustain competitive advantage, managers in
Vietnamese manufacturing firms should adopt
a transformational leadership style that inspires,
promotes innovation, empowers employees, and
fosters creative problem-solving. Additionally,
these companies need to prioritize investments in
modern management systems, along with training
and development of leadership skills grounded in
the four core competencies of the transformational
leadership model. Human resource development
policies should particularly emphasize the devel-
opment of strategic thinking, inspirational skills,
and knowledge of modern management systems.
The results contribute significantly to the existing
literature in management and organizational be-
havior, particularly by extending the theoretical
framework proposed by Abernethy et al. (2010) on
the interrelationships among management control
mechanisms, leadership style, and organizational
performance outcomes. Furthermore, the results
not only corroborate and strengthen prior empir-
ical findings (e.g., Nguyen et al., 2017; Juliana et
al., 2021; Tran, 2022) but also provide a new per-
spective on the important role of transformational
leadership in fostering innovation, facilitating the
effective utilization of MAIS, and ultimately im-
proving performance among manufacturing en-
terprises in developing economies.

Additionally, the research results suggest that
innovation capability positively impacts both
the utilization of MAIS and the performance of
Vietnamese manufacturing firms. This finding im-
plies that Vietnamese manufacturing firms with a
tendency to innovate will have a greater need to use
MALIS in their operations. Simultaneously, these
enterprises will enhance process restructuring,
optimize resources, increase product value, main-
tain market share, and penetrate new markets,
thereby promoting firm performance. Moreover,
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the study findings confirm that MAIS positively
affects the performance of Vietnamese manufac-
turing firms. This result indicates that the effec-
tive use of MAIS enhances the accuracy of market
forecasting, shortens decision-making processes,
and provides comprehensive data on products,
financials, competitors, and market fluctuations,
thereby supporting management control through
in-depth performance analysis. This allows firms
to identify weaknesses early and adjust their strat-
egies accordingly, thereby improving firm per-
formance. This finding underscores the pressing
need for manufacturing enterprises in Vietnam
to prioritize implementing modern management
systems, including management accounting sys-
tems, to enhance operational performance. In
brief, to improve performance and enhance their
competitive advantage, manufacturing enterpris-
es in Vietnam need to focus on investing in and
developing innovative capabilities, combined with
the practical application of management account-
ing systems. This is especially important as manu-
facturing enterprises in Vietnam are shifting from
a processing model to deeper participation in the
global value chain. The above findings contribute
to the theoretical foundation by validating and
extending previous evidence on the positive in-
fluence of innovation capability on both the use
of MAIS and firm performance (e.g., Pasch, 2019;
Nani & Safitri, 2021; Saleh & Al-Nimer, 2022;
Tran, 2022). Simultaneously, the results reinforce
prior evidence of a positive relationship between
MALIS use and firm performance (e.g., Ghasemi et
al., 2019; Le et al., 2020; Quang Hung et al., 2023).

The research results reveal that the transforma-
tional leadership style positively affects firm per-
formance via the mediating roles of innovation ca-
pability and the use of MAIS within Vietnamese
manufacturing firms. In line with this, the find-
ings also indicate that the transformational lead-
ership style enhances the use of MAIS indirectly
through innovation capability. Furthermore, in-
novation capability is found to positively in-
fluence firm performance via the use of MAIS.
Collectively, findings emphasize that manufac-
turing firms in Vietnam led by transformational
leaders will promote employee creativity, estab-
lish a collaborative environment, and foster a cul-
ture of innovation and continuous improvement.
Therefore, these firms are better equipped to adapt
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flexibly to market fluctuations, develop new prod-
ucts, and enhance labor productivity, thereby con-
tributing to improved financial and non-financial
performance. In other words, to improve overall
performance, managers in Vietnamese manufac-
turing firms should adopt a transformational lead-
ership mindset, foster a culture of innovation, and
optimize the use of MAIS effectively in their deci-
sion-making processes. Furthermore, Vietnamese
manufacturing firms with higher innovation ca-
pability tend to accept greater levels of risk, which
encourages them to use advanced MAIS to man-
age uncertainties and support timely planning,
control, and decision-making, thereby enhancing
performance outcomes.

The above findings imply that manufacturing en-
terprises in Vietnam need to synchronize their

Problems and Perspectives in Management, Volume 23, Issue 4, 2025

transformational leadership strategy with in-
vestments in modern management accounting
systems and the development of a flexible, inno-
vation-oriented organizational culture to maxi-
mize operational performance. Such integration
is likely to generate a positive cycle, in which
transformational leadership stimulates innova-
tion, innovation increases the demand for precise
management accounting information, and this ac-
counting information supports optimal decision-
making, ultimately enhancing overall enterprise
performance. These findings are consistent with
previous research emphasizing the mediating
role of innovation capability and MAIS utiliza-
tion in the relationship between transformational
leadership and organizational performance (e.g.,
Garcia-Morales et al., 2012; Nguyen et al., 2017;
Rawashdeh et al., 2021; Ali & Oudat, 2021).

CONCLUSION

This study aims to examine the relationships among transformational leadership style, innovation ca-
pability, the use of management accounting information systems, and firm performance. The PLS-SEM
method was employed to analyze survey data collected from 378 managers at medium and large-scale
manufacturing enterprises in Vietnam. The empirical results indicate that transformational leadership
style promotes innovation capability, increases the use of management accounting information sys-
tems (MAIS), and improves overall firm performance. Simultaneously, innovation capability positively
impacts both the use of MAIS and performance, while the use of MAIS directly enhances firm perfor-
mance. Additionally, the transformational leadership style indirectly promotes firm performance via
the mediating effects of innovation capability and MAIS usage; and it also indirectly positively influ-
ences the use of MAIS via the mediating effect of innovation capability, while innovation capability
promotes firm performance by increasing the use of MAIS.

The study’s findings provide several important managerial implications for Vietnamese manufacturing
enterprises. Firstly, firms should prioritize investments in modern management systems and leadership
training focused on the four core competencies of transformational leadership. Strengthening these
competencies fosters strategic thinking, inspirational skills, and the effective use of modern manage-
ment systems. Secondly, firms should prioritize investing in improving their innovation capacity and
expanding the adoption of management accounting systems in operations to achieve sustainable com-
petitiveness and superior firm outcomes. Thirdly, firms should invest in and adopt an integrated stra-
tegic approach that develops transformational leadership capabilities, nurtures an innovation-oriented
culture, and advances the implementation of modern MAIS, thereby improving performance and cre-
ating competitive advantage in a volatile business environment. Implementing an integrated strategic
plan creates a positive cycle: transformational leadership drives innovation, which increases the de-
mand for accurate management accounting information; this information supports optimal decision-
making, ultimately leading to improved firm performance.

Despite yielding important insights, the study is not without limitations that warrant attention in future
research. The relatively small sample size (n = 378), limited to managers within Vietnamese manufactur-
ing firms, thus restricts the representativeness and generalizability of the results. Therefore, future stud-
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ies should increase sample size and expand to more business sectors. Additionally, omitting potential
control variables, such as firm age, business type, and industry characteristics, could have introduced
bias into the findings; incorporating these variables in future models is necessary. Furthermore, the ex-
clusive focus on transformational leadership also overlooks the influence of other leadership styles, such
as servant, transactional, and democratic leadership, etc., thus further research is needed to explore
these forms of leadership. Lastly, the reliance on self-reported questionnaires may introduce subjective
bias; integrating survey data with secondary information sources will enhance accuracy and validity.
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APPENDIX A
A. PREFACE

Dear Sir/Madam.

We are collecting data to conduct research on the topic: “The relationship between transformational
leadership style, innovation capability, management accounting information systems, and performance
in Vietnam’s manufacturing firms”, aiming to examine the relationship between these factors in manu-
facturing enterprises. The information you provide plays a vital role in our research; therefore, we look
forward to receiving your help. We commit that all data collected from the survey will only serve re-
search purposes, and your personal information will be kept strictly confidential.

B. SURVEY QUESTIONNAIRE

B.1. Transformational leadership style (TLS)

Please indicate the extent to which each of the following leadership behaviors reflects your transformation-
al leadership style by marking an (X) in the circle corresponding to a score from 1 to 5 in the right column.

Level of agreement

. Totally |

‘ . ; : Totall
Code : Statements i : Disagree ;: Neutral ;| Agree otally

: Disagree : Agree

M @ B @

i | demonstrate confidence, decisiveness, and put the company’s

TLSl interests above personal interests.
TLS2 | focus on core values, strong beliefs in the company’s direction,

" iandmission.
{1 regularly help subordinates understand what is most important

TLs3 i for fulfilling the company’s mission.

il communicate clearly and frequently emphasize the company’s

TLS4 . .
i mission, goals, and reason for existence to all employees.

il always show respect, listen to opinions, and acknowledge

TLSS contributions of subordinates.

| regularly and enthusiastically discuss and share the tasks to be

TLs6 i completed with subordinates.

B.2. Innovation capability (INN)

Please indicate the extent to which each statement reflects the innovation capability of your company by
marking (X) in the circle corresponding to a score from 1 to 5 in the right column.

Level of agreement

Code§ Statements 1:otally iDisagreei Neutral Agree Totally
: Disagree : : : Agree
3 I S ) I N ) I U (5]

r company regularly tests and implements new ideas.

Our company consistently takes a proactive approach in seeking : . : :
i and practices.

ative in the way we operate.

Our company is often a front-runner in presenting new products
i and services to the market.

Our company’s new product introductions have increased
significantly over the past 5 years.
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B.3. Use of management accounting information systems (MAIS)

Please indicate the extent of the use of management accounting information systems in your company
by marking (X) in the circle corresponding to a score from 1 to 5 in the right column.

B.3.1. Broad-scope of management accounting information (SCO)

Level of agreement

Totally

: . § § . Totall
Code Statements . i Disagree | Neutral | Agree v
: i Disagree ¢ Agree
. ~ [2] [3] 4] = Is]
Information related to possible future events (if you feel that the ‘ ‘ ‘ ‘
SCO1 icompany mainly uses historical information, please select a low
i score on the scale) ‘
Non-financial information related to products and markets (if you
SCO2 :feel the company only uses financial information, please select a
ilow score on the scale).
Non-economic information encompasses consumer trends,
SCo3 employee attitudes, business relationships, perspectives of
i regulatory bodies and consumer associations, as well as potential
threats posed by competitors.
Information about macro factors outside your company, such as
SCO4 ' the economic situation, population changes, developments in
i science and technology, etc.
B.3.2. Timeless management accounting information (TIM)
Level of agreement
Totall . Totall
Code Statements e v Disagree : Neutral : Agree v
: : Disagree ¢ Agree
Co [2] (3] @4 [5]
TIM1 Necessary information for decision-making will be provided ‘
i immediately upon request.
%The information system will automatically send you the data
TIM2 . ) o
iimmediately after it is recorded and processed.
{ When an event occurs, the appropriate information will be
TIM3 ) ;
i processed and provided to you quickly and without any delay.
TIMA Reports are sent to you periodically, regularly, and in an organized
i manner, such as daily or weekly reports. :
B.3.3. Aggregation management accounting information (AGG)
V : Level of agreement
Totall . Totall
Code Statements . v Disagree | Neutral | Agree v
; : Disagree i Agree
Co [2] (3] @4 = I5]

{Information is presented in forms that help you analyze the

AGGL management tasks that must be performed.

Information reflects the impact of events on your company in
AGG2  :each specific period, such as market trends and a comparison of
operating indicators by month, quarter, year, etc.

Information is systematically structured to support decision-
making models, including discounted cash flow analysis,
inventory management, incremental cost-benefit assessment,
etc.

AGG3
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B.3.4. Integrated management accounting information (INT)

Level of agreement

? Totally | s s Totall
Code : Statements : .o aty : Disagree : Neutral | Agree otally

; : Disagree : : : Agree

. [ 21 ° Bl 4 [5]

i Information about costs and prices of products or services from : :

INT1

i different departments within the company.

INT2 i Each activity in all departments within the company has specific
" igoalstoachieve. :

! Information regarding how your decisions influence the

INT3
i organization.

performance outcomes of other departments within the

i Information about the influence of the decisions you make on

INT4

the department under your management, and the influence
i of decisions made by other senior managers on your area of
i responsibility.

B.4.

Performance (PER)

Please indicate the extent to which the following statements reflect the improvement in your company’s
performance over the past five years by marking (X) in the circle corresponding to a score from 1 to 5
in the right column.

B.4.1. Financial performance (PER_F)

Level of agreement

Code Statements : 1:otally ﬁDisagreeﬁ Neutral Agree Totally
; : Disagree : : : Agree
[ ¢ 21 ¢ B 4 [5]
_PER_F1 :Returnon investment (ROI) : :
PER_F2.
_..PER_F3 _:Revenuegrowthrate .
PER_F4 Returnonassets (ROA) ..
PER_F5 :Company-wide profitability
B.4.2. Non-financial performance (PER_nF)
: Level of agreement
Code Statements : 'I:otally ﬁDisagreeﬁ Neutral Agree Totally
: | Disagree : { ; Agree
M 2 B M@ [5]

rket share

stomer satisfaction

: Employee §§t‘isfact‘io'rj‘

veloping new products/Services

ttracting new customers
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