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Abstract

Purpose — This paper aims to look into the role of transformational leadership and transactional leadership as
predictors of employee creativity and organisational innovation. Employee creativity is examined as a
potential mediator in the leadership styles—organisational innovation relationships.
Design/methodology/approach — A cross-sectional, quantitative design was adopted and structural
equation modelling (SEM) techniques were used to analyse data collected from 369 employees working in 39
public coffee enterprises in Vietnam.

Findings — Transformational leadership and transactional leadership were significant predictors of employee
creativity and organisational innovation. Specifically, transformational leadership was instrumental to
employee creativity and organisational innovation while transactional leadership was detrimental to these two
variables. Additionally, employee creativity partially mediated the relationships between the two leadership
styles and organisational innovation.

Practical implications — Results of this study benefit the management of organisations and policy makers
by providing an insight of which leadership style will effectively suit public enterprises to promote employee
creativity and foster organisational innovation.

Originality/value — While there is a lack of studies investigating organisational innovation in organisational
methods and that the interrelationships between leadership styles, employee creativity and organisational
innovation are not fully understood, this study pioneers in examining relationships between leadership styles
and organisational innovation that is being mediated by employee creativity. Figuring out that organisational
innovation is more likely to be fostered by the positive influence of leadership behaviours and the improvement
of employee creativity, in particular, the significant role of employee creativity represents important
contributions of the current study.

Keywords Leadership, Transformational leadership, Transactional leadership, Employee creativity,
Organisational innovation
Paper type Research paper

1. Introduction

Increasing interests have been recorded in the innovation literature about studying the
significant role of innovation towards the long-term survival and development of
organisations (Botelho, 2020; Ganter and Hecker, 2014; Sarros et al, 2008). It is the
intensively competitive and dynamic business environment that forces organisations
including private and public ones to be more innovative and competitive to survive and grow
(Ibbotson and Darse, 2008; Janeiro et al, 2013). Accordingly, innovation is perceived as a
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broad and complicated concept which used to be studied at the organisational level and
categorised into three common types namely technical, marketing and organisational
innovation (Damanpour and Aravind, 2012; Wong, 2013). Compared to numerous studies
on technical and marketing innovation (Forés and Camisén, 2016; Sadegh Sharifirad and
Ataei, 2012; Wong, 2013), there is a lack of understanding in studying the importance of
specific organisational innovation concerning novel organisational methods that
concentrates on business practices, workplace organisation and external relations in
business performance (Camison and Vilar-Lépez, 2014; Damanpour and Aravind, 2012).
Additionally, Hervas-Oliver and Sempere-Ripoll (2015) and Wischnevsky et al. (2011) argued
that the nature of adaptive attempts to environmental changes was non technological
because initial changes in organisational methods was considered the root of innovation in an
organisation followed by technological changes. Therefore, this underscores the significance
of examining organisational innovation in association with other organisational contextual
variables.

State-owned enterprises are argued to play as an important vehicle for innovation due to
financial and non-financial supports such as government-owned budget resources, policy
and fiscal capacities for strategic planning and risky innovative projects (Tonurist and Karo,
2016). However, state-owned enterprises showed less efficient and lower innovative activities
compared to private-owned ones (Belloc, 2014), respectively in emerging and developing
economies compared to developed ones (Agolla and Lill, 2013; Anh, 2014). Regarding the
context of Vietnam, research pointed out weak capabilities of current science, technology and
innovation as well as underdeveloped national innovation system in Vietnamese state-owned
and private enterprises (Anh, 2014; Nguyen et al., 2013; OECD, 2013). Despite its importance
to the overall competitiveness and growth of firms, studies on organisational innovation with
regard to organisational methods of Vietnamese enterprises are still restricted (Anh, 2014;
Battisti and Stoneman, 2010; Damanpour and Aravind, 2012; Nguyen et al.,, 2013). Moreover,
compared to computerising or research and development sectors (Cheung and Wong, 2011;
Hervas-Oliver and Sempere-Ripoll, 2015), there is little attention paid to research on
organisational innovation in enterprises that operate in Vietnamese manufacturing and
processing industry, particularly public enterprises in the coffee industry. Thus, this
necessitates investigation of organisational innovation regarding organisational methods in
public enterprises.

Previous studies revealed that innovation at the organisational level was influenced by
leadership, specifically leadership styles (Chen and Hou, 2016; Nguyen and Hooi, 2020,
Schweitzer, 2014). In the context of fast technological change and fierce competition, the role
of leaders in organisations proves to be more significant in guiding employees and the whole
setting towards achieving the established goals (Chen et al, 2016; Lee, 2008). Moreover, the
leaders, through their significant influence on organisational policies, are frequently expected
to promote innovation in the organisation by their supports and strategies (Chen et al,, 2016;
Miiceldili ef al., 2013; Schweitzer, 2014). However, big differences between public enterprises
and non-state enterprises in terms of organisational goals that vary between profit
maximisation and social welfare concerns make the leadership role at public enterprises in
fostering organisational innovation is more challenging than ever to compete with foreign
enterprises in the globalised market (Hai, 2016; Tonurist and Karo, 2016; Zhang et al, 2010).
Accordingly, the hindrances of innovative efficiency and firm growth may occur as the
pursuit of social focus such as welfare and employment protection overrides that of profit
orientation and new product innovation in public enterprises (Stan et al., 2014; Tonurist and
Karo, 2016). Moreover, finding out which type of leadership best promotes the innovation
process in the organisation is critically important (Oke et al, 2009). Additionally, the
comparative inefficiency of organisational innovation in public enterprises is partly due to
the inconsistency between leadership role and innovation management, which motivates this



study to investigate the linkages between leadership styles and organisational innovation
(Belloc, 2014; Florio, 2014).

The relationship between leadership styles and organisational innovation was also found
to be mediated and moderated by different contextual variables such as organisational
environment, leadership characteristics or employee behaviours that reached inconclusive
results (Escrig et al., 2016; Pieterse et al., 2010; Zacher and Rosing, 2015). Employee creativity
was investigated either as a predicting or outcome variable in tandem with leadership styles
and innovation as well as other contextual behaviours (Allen et al., 2015; Herrmann and Felfe,
2013; Zaitouni and Ouakouak, 2018). However, there was hardly any study examining
employee creativity as a mediator in the leadership styles—organisational innovation
relationships (Escrig et al, 2016; Makri and Scandura, 2010; Prasad and Junni, 2016).
Specifically, employee creativity in the context of this study refers to the process in which
novel, useful and appropriate ideas are generated by employees to solve problems in the
pursuit of work objectives. The sophisticated mechanism depicts how organisational
innovation was influenced by leadership styles through employee creativity, which jointly
affects the innovative outcomes in the organisations. A clear understanding of this
mechanism will help the management to generate the most valuable organisational
innovation that contributes to the overall organisational performance. Moreover,
interrelationships between leadership styles, employee creativity and organisational
innovation are not fully understood due to potential interchangeable usages of the
creativity and innovation concepts by scholars (Battisti and Stoneman, 2010; Ismail
et al, 2019).

Specifically, the two popularly opposite styles of leadership namely transformational and
transactional leadership were reported to impact employee creativity and organisational
innovation differently (Cheung and Wong, 2011; Gumusluoglu and Ilsev, 2009; Kim and Lee,
2011; Schweitzer, 2014; Si and Wei, 2012). Therefore, this study primarily aimed to look into
the linkages between transformational leadership and transactional leadership on employee
creativity and components of organisational innovation at public enterprises operating in the
Vietnamese coffee sector. Additionally, this research sought to examine the potential
mediating role of employee creativity in the leadership styles—organisational innovation
relationships. Specifically, the two central research objectives that guided this study are: (1)
To establish the relationships between leadership styles, employee creativity and
organisational innovation (2) To verify the mediating role of employee creativity in the
relationships between leadership styles and organisational innovation. In order to fulfil these
objectives, survey data were collected from employees working across departments in
various Vietnamese public coffee enterprises on their perception of the leadership style that
their leader reflects and how it influences employee creativity and organisational innovation.

The rest of the paper is structured as follows: First, it commences by reviewing the
relevant literature on organisational innovation, leadership styles and employee creativity.
Next, respective hypotheses that proposed potential relationships between these variables
are formulated and demonstrated in the framework based on the comprehensive literature
review as shown in Figure 1. Subsequently, it presents the research methodology and
discusses data analysis techniques. Finally, the study concludes with a discussion of
potential academic and managerial implications, which is followed by limitations and
directions for future research.

2. Theoretical background and research hypotheses

2.1 Leadership styles

With the development of leadership studies, new leadership approaches have been
introduced and the most attentive one was the full range of leadership theory (FRLT) that
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Figure 1.
Proposed theoretical
framework
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was first proposed by Bass (1985) and then developed by Avolio and Bass (2004). The current
version includes three different leadership styles namely transformational, transactional and
laissez-faire (non-leadership) or passive-avoidant (Avolio and Bass, 2004). As the most-
researched contemporary theory, the FRLT suggests that effective leadership depend on
particular situations and obligatory tasks that different behaviours will be exhibited by the
leader (Schweitzer, 2014).

Accordingly, transformational leadership style (TFL) is characterised by the influential,
inspirational, motivational and humanistic behaviour of the leader towards the followers,
which focuses on future needs and long-term issues (Avolio and Bass, 2004). Particularly,
TFL refers to the interaction between leaders and their followers in raising one another to
higher levels of motivation and morality, inspiring employees through visions and
persuading them to excel in performance and goal attainment (Li ef al, 2012; Wang and
Howell, 2010). Accordingly, its four dimensions are idealised influence, individualised
consideration, inspirational motivation and intellectual stimulation. In contrast, transactional
leadership style (TSL) concentrates mainly on goal-oriented and the transactional leader sets
objectives, monitors and controls organisational outcomes. In other words, transactional
leadership builds the foundation for relationships between leaders and followers by
specifying expectations, clarifying responsibilities, negotiating contracts, providing
supervisory control and output control, based on an exchange process whereby followers
are recognised and rewarded for accomplishing specified goals (Wei et al., 2010). This style of
leadership includes two specific dimensions that are contingent reward and management by
exception active. Finally, laissez-faire or passive-avoidant leadership style represents the
non-transaction decisions in which the leader avoids taking action and making decision, as
well as ignoring their responsibility and authority, which is considered the least effective
leadership style (Skogstad et al, 2007). Due to the negative support from theoretical
justification and poor characteristics of laissez-faire leadership, this study will not investigate
its relations with employee creativity and organisational innovation.

2.2 Employee creativity
The definition of employee creativity (EC) is basically developed on the broadly accepted
creativity concept. According to Wang and Zhu (2010), employee creativity was defined as a



process when employees develop new and useful ideas or solutions relating to products,
services, procedures and processes within the organisation (Thatcher and Brown, 2010).
Previously, Shin and Zhou (2007) also broadened this definition towards the context of team
working instead of individual talents in an organisation. Cheung and Wong (2011), on the
other hand, considered that employee creativity occurs when employees utilise their
expertise, critical thinking skills and experience to brainstorm novel ideas for making
decisions, solving problems and completing assigned tasks efficiently. Overall, in this study,
employee creativity is understood as the process in which novel, useful and appropriate ideas
concerning products, services, processes, business and management practices,
organisational models and strategies are generated by employees to solve problems in the
pursuit of work objectives. This definition is proposed on the basis that employees exhibit
their creativity because of job requirements and for the sake of goal-oriented achievement in
the organisation. Accordingly, that is supposed to increase the effectiveness in their job
performance and improves the overall organisational effectiveness (Hon, 2013; Houghton and
DiLiello, 2010).

2.3 Orgamisational innovation

Different methods of classifying innovation and its antecedents have been utilised by
researchers (Avermaete ef al, 2003; Damanpour and Evan, 1984). Specifically, a broad
classification of innovation has been proposed including organisational innovation, technical
innovation and marketing innovation (Camisén and Villar-Lopez, 2014; Damanpour and
Evan, 1984; OECD, 2005). The three types of innovation were supposed to help businesses
respond to changes and competitions in the global business environment (Wong, 2013).
Accordingly, organisational innovation (OI) is built up on the basis of the innovation concept
and developed in the particular context.

OECD (2005) refers organisational innovation to the introduction of novel organisational
methods which supports business management in the working environment or in the firm-
external agent relation. This definition, actually, combines traditional and new approaches
of organisational innovation (Armbruster et al, 2008; Camisén and Villar-Lopez, 2014) in
such a way that OECD (2005) targeted at three concrete aspects: business practices,
workplace organisation and external relations. Specifically, organisational innovation in
business practices focuses on implementing new organisational methods for the efficient
organisation of procedures and routines within the company such as database
establishment practice, employee retention improvement and management system
introduction (Ganter and Hecker, 2014; Hervas-Oliver and Sempere-Ripoll, 2015).
Organisational innovation in workplace concerns implementing new methods of
responsibility distribution, task division among employees, decision-making process in
the organisation and other activity structuring (Ganter and Hecker, 2014; Hervas-Oliver
and Sempere-Ripoll, 2015). Regarding external relations, organisational innovation
concentrates on implementing new ways of expanding and maintaining relationships
with other enterprises or public firms, dealing and cooperating with customers, integrating
or outsourcing with suppliers (Ganter and Hecker, 2014; Hervas-Oliver and Sempere-
Ripoll, 2015).

The definition of organisational innovation introduced by OECD (2005) was considered
appropriate in the current organisational contexts (Damanpour and Schneider, 2006;
Damanpour and Wischnevsky, 2006). In fact, businesses compete with each other not only on
innovating their products, processes or marketing areas, but also on organisational methods
for managing business efficiently, both in the workplace and in the relationship with external
parties. Ultimately, this is supposed to influence business activities of organisations
(Damanpour and Schneider, 2006; Damanpour and Wischnevsky, 2006).
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In the context of this study, the employment of organisational innovation approach was
determined based on the following perspectives. In the first place, existing problems
pertaining to innovation in state-owned enterprises, specifically in the Vietnamese coffee
industry, are reflected by weak linkages between science and local enterprises, innovative
incapability due to lack of international cooperation and limited funds in the manufacturing
and processing industries (Nguyen, 2014; Nguyen et al., 2013; OECD, 2013). Moreover, while
the rate of originating innovative activities about research and development in Vietnamese
enterprises was quite low, specific organisational innovation on organisational methods
remains questionable (CIEM, DoE and GSO, 2012).

2.4 Studies on leadership, creativity and innovation in the Asian context and Vietnam

From a broad perspective of the Asian context, recent studies on leadership, creativity and
innovation variables demonstrated significant contributions. For example, Muenjohn ef al.
(2021) conducted a research within the context of SMEs in China and Vietnam investigating
the relationship between leadership, innovation and organisational performance. Newman
et al. (2018) explored a stronger moderating effect of entrepreneurial leadership on the
creative self-efficacy innovative behaviour linkage than transformational and participative
leadership behaviours in Chinese multinational organisations. Elrehail et al. (2018) found out
the positive impact of TFL and knowledge sharing (KS) on the process and product
innovativeness of higher education institutions located in Jordan.

In the context of Taiwanese technology and manufacturing firms, Chang et al (2017)
showed that TFL positively related to corporate entrepreneurship at the unit level and this
relationship was also mediated by collective efficacy. Jaiswal and Dhar (2015) highlighted the
implications of leadership behaviours, specifically, TFL, in stimulating employee creativity
and the mediating role of innovation climate and moderating role of creative self-efficacy in
Indian hotels. Karatepe ef al (2020) conducted a study to gauge the relationship between
servant leadership, management innovation and employees’ innovative behaviour on Arab
hotel employees in Palestine.

Moreover, Schuckert et al’s (2018) carried out a study among hotel employees in South
Korea and showed greater impact of authentic leadership on psychological capital and
service innovation behaviour than that of TFL. Recently, a study by Le and Lei (2019) in
Chinese firms indicated the variation in the impact of TFL on product and process innovation
as well as the mediating role of KS and moderating mechanism of perceived organisational
support (POS). Son et al. (2020) also determined the effects of TFL and KS behaviours of
individuals on operational and financial performance in manufacturing and service
companies in China.

In the Vietnamese context, research studies investigating leadership behaviours and their
consequences on creativity and innovation in collectivist and socialist business contexts, and
particularly in such developing economies in the Asia—Pacific region as Vietnam, have been
conducted in recent years. Accordingly, the tourism and hospitality sector attracted the
attention of scholars when Hoang ef al (2021) examined the linkages between leadership,
organisational climate and innovation in SMEs. Moreover, Hoang et al. (2019) found out the
negative direct impact of empowering leadership on innovation and the mediating role of
climate for innovation in the empowering leadership-innovation relationships. Meanwhile,
Minh-Duc and Huu-Lam (2019) provided insights into the interactions among TFL, customer
citizenship behaviour, employee intrinsic motivation and employee creativity.

In the manufacturing and service industry, Nguyen and Luu (2019) substantiated the
implications of TFL on predicting organisational performance through the mediation of
organisational learning, organisational innovation and organisational culture by surveying
314 Vietnamese manufacturing firms. Similarly, Le (2020) explored the influence of TFL on



radical and incremental innovation through the mediating effect of positive psychological
capital in manufacturing and service firms. Phong and Son (2020) also tested how TFL and
specific aspects of justice impacted KS of employees. Furthermore, Tho et al. (2020) studies
the role of leadership behaviours in teams’ exploratory and exploitative learning as well as
team innovation in retail services in Vietnam. Thanh’s research (2020) in information
technology companies highlighted the impact of leadership sharing behaviour on creative
performance of followers.

Additionally, Van Minh et al (2017) discussed the effect of leaders’ technical competence
on employees’ innovation and learning in the Vietnam telecommunications industry. Other
research carried out by Luu et al (2019) and Luu (2012) elaborated the role of charismatic
leadership in encouraging creative behaviour of team members in Vietnam public healthcare
service. Another study by Ngoc-Tran and Gregar (2018) conducted in public universities in
Vietnam discovered how the engagement of knowledge management activities boosts
organisational innovations and organisational effectiveness from managerial perspectives.

Despite recent studies on leadership, creativity and innovation in various sectors in
Vietnam, less attention has been focused on exploring the linkages as well as the mediating
effect between these factors in the context of Vietnam coffee industry, which is the gap that
we are trying to address.

2.5 Leadership styles and organisational innovation

Leadership, as a contextual factor (Hammond ef al, 2011), has been considered a key driver
that fosters organisational innovation by skills, action and motivation of the leader to lead
organisations to stay innovative (Gumusluoglu and Illsev, 2009; Sharifiad and Ataei, 2012;
Nelson and Shraim, 2014; Zaitouni and Ouakouak, 2018). Moreover, reports by studies on
leadership in state-owned enterprises have long confirmed the important role of leaders
towards establishing competitive and adaptive organisations (Muchiri et al, 2012).
Particularly, in the current economic and social situation, concentration is put on how to
promote leadership behaviours of the leaders in an endeavour to change the existing
bureaucratic procedures in state-owned organisations, reform managerial and organisational
practices as well as improve public organisational performance (Andersen, 2010; Fernandez
et al., 2010). Holten and Brenner (2015) reported that TFL and transactional leadership were
commonly found in studies relating to state-owned enterprises and organisational outcomes.
These two styles of leadership, accordingly, were reported to differently influence employee
creativity and organisational innovation (Jung et al., 2003; Shallen and Gilson, 2004; Si and
Wei, 2012; Schweitzer, 2014).

2.5.1 Transformational leadership and ovganisational innovation. As a predictor of
changes in business environment and an initiator of innovative measures, the
transformational leader impacts on organisational effectiveness and the achievement of
higher organisational innovation level (Mathew and Rakesh, 2016; Mokhber ef al., 2018).
Therefore, TFL has been proven to be more effective than other leadership styles in terms of
fostering organisational innovation (Bass and Riggio, 2006; Sarros et al, 2008). Judge and
Piccolo (2004) specifically argued that TFL appeared to be more efficacious compared to
transactional leadership in both public and private enterprises. Mohabbat and Shahriar
(2014) also supported this argument by indicating that due to the current trend of
contemporary leadership featured by obsolete top-down management approach, leaders in
public organisations tend to build a good rapport with their subordinates and pay more
attention to their desires and psychology.

TFL has been conceptually linked to the innovative process as transformational leaders
initiate changes in business practices, processes, structures and motivate employees to adapt
to new trends in the organisation (Bass, 1985; Vaccaro et al, 2012). Moreover,
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transformational leaders with interactive vision, personal commitment and professional
commitment are considered by theoretical and empirical research as efficient in supporting
followers as well as satisfying their needs and desires (Aragon-Correa et al., 2007; Jung et al.,
2003; Kassotaki, 2019; Mokhber et al, 2018). In order to validate whether TFL influences
organisational innovation, the following hypothesis is purposefully proposed:

HI. Transformational leadership positively influences the dimensions of organisational
innovation.

2.5.2 Transactional leadership and organisational innovation. Bass et al. (2003) argued that
transactional leadership appeared to be the most effective style of organisational leadership
prior to the introduction of TFL theory in the leadership literature (Burns, 1978; Bass, 1985).
The effectiveness of transactional leadership was reflected by the way the leader transacts
with their followers by clear exchange relationship of achieving organisational objectives for
rewarding and benefits. Moreover, transactional leaders also take prompt corrective actions
in case of their subordinates’ failures (Bass ef al., 2003).

Transactional leadership, together with TFL, has been well recognised as the two
leadership styles which had impact on organisational outcomes, particularly
organisational innovation (Bass et al, 2003). The majority of previous studies supported
that transactional leadership negatively influenced organisational innovation (Pieterse
et al., 2010). Specifically, studies by Howell and Higgins (1990) and Church and Waclawski
(1998) showed that transactional leadership emphasises less on organisational innovation
compared to TFL. Additionally, transactional leadership was predicted to negatively
influence innovative behaviour and organisational performance (Kassotaki, 2019; Weiet al,
2010). The rationale accommodating this finding was that the transactional leader focused
on adhering to well-established rules and standards in the organisation, business practices,
organisational methods and external relationships. Moreover, the transactional leader
prefers a stable and predictable working environment, thereby expects their employees to
achieve the required performance instead of taking risks (Wei et al, 2010). Besides, findings
by Pieterse et al. (2010) added that transactional leadership negatively associated with
organisational innovation in large and mature organisations. It is argued that there might
exist a correlation between transactional leadership and organisational innovation.
Accordingly,

H2. Transactional leadership negatively influences the dimensions of organisational
innovation.

2.6 Leadership styles and employee creativity
Dess and Picken (2001), Jung (2001), Hermann and Felfe (2013) ascertained that leadership
style, one of the contextual factors, is an increasingly important determinant of employee
creativity (Gupta et al., 2012; Wang et al., 2013). Particularly, the active role of the leader
was reflected by setting suitable organisational objectives, supporting and encouraging
employees to brainstorm new ideas, providing constructive feedbacks as well as
recognising their contributions to the organisation (Ibbotson and Darse, 2008).
Leadership styles, specifically, TFL and transactional leadership were studied as one
of the most influential factors on employee creativity in the organisation, considering the
intense competitions among enterprises in the global business environment that
witnesses fast-changing customer demands and work process (Deichmann and
Stam, 2015).

2.6.1 Transformational leadership and employee creativity. Prior studies, from both
theoretical and practical perspectives, have strongly supported the expectation that TFL
would enhance employee creativity (Ebrahimi ef al, 2016; Jung et al., 2003). Garcia-Morales



et al. (2012) argued that transformational leaders focus on creating emotional links with their
employees and inspiring higher values, which nourishes employee creativity (Bushra et al,
2011; Chi and Pan, 2012; Wang and Cheng, 2010). Moreover, employees tend to produce
creative ideas when they work under the supervision of the leader who displays supportive
and non-controlling behaviour (Tierney et al, 1999) as well as builds up a supportive climate
for creativity (Henker ef al, 2015).

Jung and Avolio (2000) affirmed that leaders who demonstrate inspirational motivation,
intellectual stimulation, idealised influence and individualised consideration are capable of
promoting personal and organisational changes. Moreover, they challenge followers to try
out new approaches (Kark and Van Dijk, 2007; Shin and Zhou, 2003; Zacher et al., 2016),
realigning followers’ norms and values and helping them achieve beyond expected
performance with clear and ambitious vision. Those characteristics of transformational
leaders considerably contribute to motivating employees intrinsically, which acts as a
valuable source for enhancing their creativity (Mittal and Dhar, 2015). Therefore, these
supporting arguments help formulate the following hypothesis:

H3. Transformational leadership positively influences employee creativity.

2.6.2 Transactional leadership and employee creativity. Research practices revealed that the
effect of transactional leadership on employee creativity has not received much attention by
scholars, which was evidenced by a limited number of studies (Kim and Lee, 2011,
Kassotaki, 2019). Bass (1985) affirmed that transactional leadership, representing the
effective leadership style was characterised by the concept of mutual exchange between the
transactional leader and employees. However, transactional leadership reported by
previous research positively and negatively influenced employee creativity (Herrmann and
Felfe, 2013). Specifically, Amabile et al (2004) argued that the transactional leadership
supports employee creativity by clarifying the performance standards and expected
outcomes, providing employees with effective resources to achieve the organisational goals
in exchange for rewards and beneficial policies. Contrastingly, critics of transactional
leadership expressed their suspicion about the strong relationship between this leadership
style and employee creativity (Herrmann and Felfe, 2013). For instance, transactional
leadership, compared to TFL, was less likely to lead to brainstorming ideas and tasks (Jung,
2001). Similarly, the relationship between transactional leadership and employee creativity
was found to be negative by Boerner et a/. (2007) and Moss and Ritossa (2007). Pieterse et al.
(2010) argued that transactional leadership may influence employee creativity negatively
because transactional leaders pay less attention to encourage creativity and innovation.
Moreover, they focus more on supporting employees to achieve the expected performance,
which suppresses the motivation to engage in creative behaviour of followers (Kim and
Lee, 2011).

Generally, employees who work under the supervision of transactional leaders are not
motivated to try out new approaches and creative solutions for business practices, workplace
organisation and external relations but achieve expected performance (Jung, 2001). Thus, this
study formulates the following hypothesis:

H4. Transactional leadership negatively influences employee creativity.

2.7 Employee creativity and ovgamisational innovation

Theoretically considered as a basic source of innovation, employee creativity occurs when
employees generate new and potentially useful ideas (Olham and Cummings, 1996; Zaitouni
and Ouakouak, 2018). On the other hand, innovation just takes place when those ideas are
successfully and commercially implemented at the organisation level, which underlines the
processes and outcomes (Olham and Cummings, 1996). In the context of this study,
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therefore, it can be inferred that creative employees are those who identify opportunities for
improvement, brainstorm novel ideas or suggest solutions to problems. Particularly, such
problems relate to organisational methods that better work for business practices, working
environment and external relations in the organisation. Moreover, creative employees
transfer their new and useful ideas to other colleagues as well as considerably contribute to
developing effective plans for implementing suggested new ideas.

The relationship between employee creativity and organisational innovation has been
well documented by a number of both conceptual and empirical research (Jaiswal and Dhar,
2015; Miiceldili ef al., 2013). Kunz, Schmitt, and Meyer (2011) argued that employee creativity
was an important part of organisational innovation featured by two key aspects: novelty and
meaningfulness. Tung and Yu (2016) added to the literature that employee creativity was
considered as the enterprise’s core competency, which helps the organisation to foster
organisational innovation and maintain its competitive advantages (Ibbotson and Darsg,
2008). Additionally, employee creativity was perceived as the first stage of organisational
innovation and served as the foundation for organisational innovation to develop (Allen et al.,
2015; Baer, 2012; Hughes et al, 2018; Ismail et al, 2019). Therefore, the specific role of
employee creativity in predicting organisational innovation leads this study to come up with
the following hypothesis:

Hb5. Employee creativity positively influences the dimensions of organisational
innovation.

2.8 The potential mediating role of employee creativity in the leadership styles—
organisational innovation relationships
The motive for this study to examine the relationship among leadership styles, employee
creativity and organisational innovation originated from the fact that there still exists an
implicit mechanism in the linkage between leadership and organisational innovation despite
a number of prior studies (Crossan and Apaydin, 2010). There will be certain underlying
factors in the organisation that unintentionally influence, facilitate or hamper the
relationships between leadership styles and organisational innovation. Therefore, Makri
and Scandura (2010) argued that processes that play the role of mediator should be
investigated in order to identify the direct and indirect effect of leadership styles on
organisational innovation. Specifically, empirical relationships existed between leadership
styles and organisational innovation (Iscan ef al, 2014; Ebrahimi ef al., 2016), leadership styles
and employee creativity (Herrmann and Felfe, 2013; Derecskei, 2016), employee creativity and
organisational innovation (Chen ef al, 2010; Anderson et al.,, 2014). Thus, leadership styles are
supposed to have conducive effects on employee creativity that subsequently influences
organisational innovation. Additionally, as leadership was found to influence employee
creativity and organisational innovation, an effective leader with appropriate leadership style
that may promote employee creativity will indirectly lead to organisational innovation.
Specifically, the effects of transformational and transactional leadership on creativity of
employees impacts innovation in state-owned enterprises differently (Holten and Brenner,
2015; Judge and Piccolo, 2004; Schweitzer, 2014). This indicates a potential role of employee
creativity as a mediator in the correlations between leadership styles and organisational
innovation.

Based on the aforementioned arguments and the previous literature about TFL,
transactional leadership, employee creativity and organisational innovation, this study
proposes the following hypotheses:

H6. Employee creativity mediates the relationship between transformational leadership
and organisational innovation.



H7 Employee creativity mediates the relationship between transactional leadership and
organisational innovation.

3. Methodology

3.1 Sampling

The coffee sector is one of the core industries that contributes to the economic development
in Vietnam where public enterprises play the fundamental role in coffee planting and
exporting activities (Nguyen, 2014; Vietrade, 2017). Importantly, it provided the huge
employment opportunities for the local populace. Utilising cluster sampling technique,
state-owned coffee enterprises in the Vietnamese coffee industry were selected from the
population of coffee enterprises of all kinds as a primary source for official data collection.
Specifically, a list of 57 identified public coffee enterprises was obtained based on the
integrated information from government portal, internal reports by the Vietnam National
Coffee Corporation, The Ministry of Agriculture and Rural Development of Vietnam and
the VICOFA. Although the sample included all non-managerial employees working in
different public coffee enterprises in the coffee industry, only employees with at least one
year working experience were selected to participate in the survey. Out of 550
questionnaires distributed to prospective respondents using mail survey with an
endorsed covering letter, the initially recorded response rate was 67.09 percent, which
was equivalent to 369 useable responses for further data analysis.

The number of male respondents was 256 (69.4%), which exceeds that of female
respondents 113 (30.6%). Participants between 35 and 44 years of age constituted the largest
percentage of the total respondents, namely 147 (39.9%) while 96 (26%) respondents
represent the 25-34 age group. Approximately 295 (80%) of the total respondents were
employees and the rest 74 (20%) were Deputy and Head of Department. Particularly, more
than half of the participants 190 (51.5%) were officers while vice captain (who is entrusted
with the responsibility of supporting the captain in directly supervising the manufacturing
performance of the workers and keep the captain informed about their work progress for the
sake of increasing work efficiency) and captain (who is responsible for regular supervision of
the progress of workers and reminding them of errors in their work for prompt remedies to
maximise their productivity and efficiency) accounted for 46 (12.5%) and 59 (16%)
respectively. 44 (11.9%) of the respondents were working as Deputy of Department while 30
(8.1%) were employed as Head of Department. With regard to length of service, more than
two-thirds 266 (72.1%) of the respondents have been working in their organisations for more
than five years while 103 (27.9%) have less than five years of working experience. This
number indicates that employees might have reasonable assessment on how the leadership
style of their leader affected their creativity and organisational innovation. Additionally, the
majority of the respondents (198; 53.7%) held associate/college degree as their highest
education level. Generally, it could be conclusive that responses of the majority of the
participants were deemed appropriate in terms of reliability and validity for this study.

3.2 Measures

3.2.1 Leadership styles. To assess transformational leadership, transactional leadership and
its dimensions, this study employed the current version of the Multifactor Leadership
Questionnaire (MLQ)-5X Short Rater Form that was developed by Avolio and Bass (2004).
According to Kirkbride (2006), MLQ was regarded as the most widely used instrument to
assess leadership styles. Within the scope of this study, employees are required to assess their
immediate leaders using that rater form, encompassing only 28 out of 45 items (Avolio and
Bass, 2004). Sample items include “Instills pride in me for being associated with him/her” and

Leadership
styles and
Innovation in
Vietnam




JPPM

“Provides me with assistance in exchange for my efforts”. Each item was rated on a scale
from 1 (not at all) to 5 (frequently, if not always).

3.2.2 Employee creativity. The 13-item scale developed and validated by Zhou and George
(2001) was adapted to measure the employees’ perception of their creativity that leads to the
organisational innovation. A sample item is “I suggest new ways to achieve goals or
objectives” and a 5 point Likert-type scale ranging from 1(not at all characteristic) to 5 (very
characteristic) was used.

3.2.3 Orgamisational innovation. To measure organisation innovation derived from the
OECD (2005) definition, this study used 10 items adapted from Camisén and Villar-Lopez
(2011) and Armbruster ef al. (2008), representing three dimensions. Employees were asked to
assess the extent to which their organisation has recently used for the first time the
organisational instruments in business practices, workplace organisation and external
relations on a five-point Likert-type scale ranging from 1 (Never) to 5 (very often). [llustrative
item is “Used databases of best practices, lessons, and other knowledge”.

3.3 Procedure

Structural equation modelling (SEM) with IBM-SPSS and AMOS software version 23 was
utilised to test the proposed theoretical model. Particularly, covariance-based SEM was
adopted in this study to confirm theoretically assumed hypotheses between predictor
(exogenous) variables and dependent (endogenous) variables (Willably et al, 2015).
Accordingly, descriptive analysis, inferential statistics, exploratory factor analysis (EFA),
confirmatory factor analysis (CFA), measurement of fit indices as well as analyses for
modification purposes were conducted. Additionally, by applying SEM approach, the path
coefficient total effects of all variables on the dependent construct were investigated and
assessing the mediating effect was also proceeded.

4. Results

Alpha coefficients of all variables surpassed the suggested threshold value of 0.7 and ranged
from 0.819 to 0.933, as shown in Table 1. After completing the EFA step, pooled CFA
procedure was performed for all latent constructs involved in the research model using
AMOS version 23. Accordingly, convergent validity for every construct in the CFA model
was achieved because factor loadings of all items were statistically significant (p < 0.001).
Moreover, values of average variance extracted (AVE) of latent constructs higher than 0.5
demonstrated adequate convergence as illustrated in Table 1. Additionally, discriminant
validity for all constructs in the model was confirmed. Specifically, maximum shared
variance (MSV) for each construct was lower than its AVE. The square root value of AVE for
each construct were higher than its correlations value between the respective constructs.
Moreover, correlations between measures represented by correlation coefficient value lower
than 0.90 indicated that all variables were distinct (Table 2).

The overall measurement model comprising of all constructs was assessed in terms of its
validity for the next phase of SEM analysis (Zabkar, 2000). Accordingly, four main constructs
including TFL, TSL, EC and OI constituted the hypothesised model, which serves as the
conceptual framework of this study. Results of the CFA supported the validity of four-
construct measurement model that included three second-order constructs: TFL, TSL and OI
and one first-order construct: EC. Particularly, the results of fitness indexes indicated a well-
fitting model with y? (843) = 1200.208, p < 0.05, GFI (Goodness of fit index) = 0.871, TLI
(Tucker—Lewis Index) = 0.959, CFI (Comparative Fit Index) = 0.962 and RMSEA (Root mean
square error of approximation) = 0.034. Additionally, the standardised regression weights
revealed that all items were significantly loaded onto the intended construct and sub-
constructs with standard loadings above the recommended value of 0.5. Furthermore, a one
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latent construct measurement model in which all indicators loaded onto a single factor
resulted in a poor fit. Thus, the construct validity of the measures used in this study was
strongly supported, all of the items were retained for testing hypothesised structural
relationships in the next phase.

As summarised in Table 3, results of structural model demonstrated that the hypothesis
linking TFL to dimensions of OI (H1) was supported. Specifically, TFL had a significantly
positive effect on OI (8 = 0.778, p < 0.001). Similarly, the hypothesis linking TSL to
dimensions of OI (H2) was supported. Accordingly, TSL had a significantly negative effect on
OI (B = —0.928, p < 0.001). On the other hand, TFL positively affected EC and its relationship
was significant (8 = 0.514, p < 0.001), thus yielding support for H3. Conversely, TSL
negatively influenced EC and its relationship was significant (f = —0.648, p < 0.001), thus
substantiated H4. Additionally, findings of hypothesis on the relationship between EC and OI
revealed that EC positively influenced all dimensions of OI, namely, business practices,
workplace organisation and external relations. Moreover, the effects of EC on all dimensions
of OI were significant (8 = 0.751, p < 0.001), hence supported H5.

Regarding TFL — OI model, a good fit to the data was supported, y* (549) = 871.409,
p < 0.05, GFI = 0.885, TLI = 0.957, CFI = 0.960 and RMSEA = 0.040. Concurrently,
correlations between TFL, EC and OI were significant. Moreover, the original model showed
7% (549) = 871.409, p < 0.05 while the revised model demonstrated y? (548) = 835.122, p < 0.05.
Thus, it was recognisable that the value of Chi-square in the revised model with the additional
direct relationship reduced substantially (Ay* = 36.287, df = 1, p < 0.05), which improved
fitness of the model. The added direct path between TFL and OI in the revised model was
significant and positive (f = 0.537, p < 0.001). Additionally, there was a statistically
significant direct and positive relationship between TFL and OI in the TFL — OI model
(8 =0.778, p <0.001) (Table 3). Comparatively, the standardised beta value of the direct effect
linking TFL and OI was observed to reduce from 0.778 to 0.537 as EC was entered. Therefore,
the existence of partial mediation was supported. Additionally, as shown in Table 4, the
diminished indirect effects of TFL — OI from 0.420 to 0.246 and the significantly direct effect
of TFL — OI substantiated the partial mediator of EC in the TFL — OI model.

Factors/items Std. loading  SE. CR. p

Organisational innovation <  Transformational leadership 0.778 0.177 5982 ek
Organisational innovation <«  Transactional leadership —0.928 0232 —6.726  *¥*
Employee creativity «  Transformational leadership 0.514 0.102 5504
Employee creativity «  Transactional leadership —0.648 0144 7341  EE
Organisational innovation =«  Employee creativity 0.751 0.065 10950  *+k
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Table 3.
Results of
structural model

Standardised effects Original model (only indirect effects) Revised model (indirect and direct effects)

TFL - Ol model

Total effects 0.420 0.783
Direct effects 0.000 0.537
Indirect effects 0.420 0.246
TSL - Ol model

Total effects —0.549 —0.896
Direct effects 0.000 —0.707
Indirect effects —0.549 —0.189

Table 4.
Direct and indirect
relationships of all
variables
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Considering TSL — OI model, a good fit to the data was confirmed, y* (292) = 435.618,
p < 0.05, GFI = 0916, TLI = 0.969, CFI = 0.972 and RMSEA = 0.037. Simultaneously,
correlations between TSL, EC and OI were significant. Moreover, the original model showed
7% (292) = 435,618, p < 0.05 while the revised model demonstrated y* (291) = 401.562, p < 0.05.
Thus, it was recognisable that the value of Chi-square in the revised model with the additional
direct relationship reduced substantially (Ay* = 34.056, df = 1, p < 0.05), which improved
fitness of the model. The added direct path between TSL and Ol in the revised model was
significant and negative (3 = —0.707, p < 0.001). Additionally, there was a statistically
significant direct and negative relationship between TSL and OI in the TFL — OI model
(B = —0.928, p < 0.001) (Table 3). Comparatively, the standardised beta value of the direct
effect linking TSL and OI was observed to reduce from 0.928 to 0.707 as EC was included.
Therefore, the existence of partial mediation was supported. Additionally, as shown in
Table 4, the decreased indirect effects of TSL — OI from 0.549 to 0.189 and the significantly
direct effect of TSL — OI substantiated the partial mediator of EC in the TSL — OI model.

5. Discussion

This paper purposefully examines the linkages between transformational leadership,
transactional leadership on employee creativity and organisational innovation at public
enterprises operating in the Vietnamese coffee sector. Additionally, this research also seeks to
examine the potential mediating role of employee creativity in the leadership styles—
organisational innovation relationships. Specifically, results supported the positive
relationship between transformational leadership and organisational innovation in
Vietnamese state-owned coffee enterprises. Theoretically, transformational leadership was
associated with organisational climates and cultures that facilitate risk-taking activities and
promote innovation (Bass and Avolio, 1993). Moreover, the transformational leader creates
visions, formulates strategies, addresses intrinsic motivation and sets basic conditions for
works in the organisations as well as looks forward to an appealing future (Matzler et al,
2008). In other words, the transformational leader promotes the tendency of organisations to
inovate by disseminating new visions and creative ideas (Gumusluoglu and Ilsev, 2009).
Empirically, findings of this study relevantly corresponded to those of previous research that
confirmed the positive impact of transformational leadership on different types of innovation
(Gumusluoglu and Ilsev, 2009; Jung et al, 2003; Schweitzer, 2014).

On the contrary, the increase in displaying transactional leadership by the leader leads to
diminishing effects on organisational innovation in terms of business practices, workplace
organisation and external relations in the context of Vietnamese state-owned coffee
enterprises. The theory of transactional leadership argued that the transactional leader tends
to work in well-established systems and acts in his or her self-interest (Howell and Avolio,
1993). Additionally, the leader reacts negatively to mistakes, emphasising on work standards
and followers’ compliance as well as expecting followers to achieve task-oriented and
organisational goals (Lee, 2008). Otherwise stated, transactional leadership was linked to
bureaucratic authority and authenticity in the organisation. Moreover, the leader also
substantially relies on rewards and punishments in order to exert influence on performance.
Empirical evidences also substantiated the consistency in results of this study with Lee’s
(2008) and Saad et al. (2010) as postulating that transactional leaders tend not to nurture and
encourage organisational innovation (Pieterse ef al, 2010).

Additionally, findings of this study extended previous studies that stressed the significant
positive effect of transformational leadership on employee creativity (Gumusluoglu and Ilsev,
2009; Henker et al., 2015; Shin and Zhou, 2003; Wang et al.,, 2013). In other words, the
transformational leader maximises intrinsic motivation of the employees and influences their
attitudes by cultivating a collective mentality to attain organisational goals, thus enhances



employee creativity in the organisations (Shin and Zhou, 2003). Inversely, there existed a
direct and negative relationship between transactional leadership and employee creativity.
Accordingly, employees under the transactional leader are not encouraged to attempt novel
ways of solving existing problems in their respective work and in the organisation, which
causes employees not to perform creatively (Lee, 2008). Additionally, employees feel reluctant
and less confident to exploratory thinking because they are scared of failing to meet
expectations and standards required by the transactional leader who tend to react negatively
to mistakes (Amabile, 1988). Moreover, this negative association might also ascribe to the
management system characterised by bureaucratic practices that prevail in the state-owned
enterprises of all sectors in Vietnam that hamper employee creativity (Bolin and Harenstam,
2008; Hirst et al, 2011).

Results also demonstrated that employee creativity positively related to all dimensions of
organisational innovation. In other words, the higher level the employee creativity, the more
likely successful the organisational innovation is. This supported the widely accepted
concept that creativity is the process of generating new ideas and solutions while innovation
subsequently focuses on implementing ideas in an attempt to bring about better products,
services or process (Anderson et al, 2014; Baer, 2012). Moreover, findings were consistent
with Oldham and Cummings’ (1996) and Alarifi’s (2014) in developing countries, targeting at
public sector institutions. Additionally, results also supported the theory about the
intersection model of creativity and innovation by Amabile (1988) stating that individual
creativity and organisational innovation process are explicitly interdependent.

Eventually, employee creativity was found to partially mediate the leadership styles—
organisational innovation relationships. Specifically, the partially mediated model TFL-OI
demonstrated that transformational leadership enhanced the employee creativity, which
leads to intensifying organisational innovation. As leaders show transformational leadership
behaviours towards employees, these subordinates feel motivated and confident to
contribute creative ideas to the organisations, which in turn positively predicts
organisational innovation. In other words, employee creativity helps underlying the
positive effects of transformational leadership on organisational innovation. On the other
hand, the partially mediated TSL-OI model showed that transactional leadership impairs the
level of employee creativity and that of organisational innovation. However, the negative
effect of transactional leadership can be modified by employee creativity, which is evidenced
by the reduction in the direct effect of transactional leadership on organisational innovation.
Equally, employee creativity helps weaken the disadvantageous effects of transactional
leadership on organisational innovation in business practices, workplace organisation and
external relations. In essence, the literature was supported by results of this study regarding
the specific context of a developing country and collectivist cultures of Vietnamese state-
owned coffee enterprises.

6. Theoretical contributions

By developing and investigating a conceptual framework that demonstrates relationships
among leadership styles, employee creativity and organisational innovation, empirical
findings of this study significantly contribute to intensifying extant leadership, creativity
and innovation literature. First and foremost, with respect to leadership theories, empirical
findings of this study on relationships between two different leadership styles, employee
creativity and organisational innovation enriched behavioural theories of leadership that
assumed the effect of the leader’s appropriate personal behaviours on creativity and
innovation (Krause, 2004; Lee, 2008). Specifically, this study added distinctive supports to the
leadership literature by identifying key leadership behaviours that foster or impair employee
creativity and organisational innovation through investigating their relationships with two
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different leadership styles in the same research model (Bledow et al, 2011; Rowold and
Heinitz, 2007; Schweitzer, 2014).

Second, as the significance of organisational innovation regarding organisational
methods in the current innovation literature remains relatively new, a thorough
understanding of that concept is not fully acquired (Camisén and Vilar-Lopez, 2014).
Moreover, due to the inconsistencies in the perception and usage of the organisational
innovation concept, findings of attempted studies reached inconclusive results (Baer, 2012;
Damanpour and Aravind, 2012). Therefore, empirical results presented in this study made
important contributions to the literature by having confirmed the significant determinants of
transformational leadership, transactional leadership and employee creativity towards
organisational innovation. While organisational innovation was positively and directly
related to transformational leadership, it was negatively and directly correlated with
transactional leadership. These evidences highlight the importance of distinguishing
between two styles of leadership that influenced organisational innovation differently. In
short, the reported linkages between transformational leadership and organisational
innovation was stronger than that between transactional leadership and organisational
innovation. In other words, organisational innovation was on the basis of simultaneous and
multiple impacts of individual and collective contextual factors. Accordingly, the
apprehension of the effects of leadership styles and employee creativity on organisational
inovation is enhanced.

Finally, to our current knowledge, this empirical study is supposed to be the first to
examine the role of employee creativity as a mechanism to explain leadership styles—
organisational innovation linkages in the context of Vietnamese public coffee enterprises.
Investigating whether employee creativity mediates the relationships between leadership
styles and organisational innovation regarding organisational methods in the current
research context, specifically in public enterprises in developing countries is unexplored and
less understood. Therefore, results of this study contribute to exploring the substantive
mediator that explicates how the effects of transformational leadership and transactional
leadership on organisational innovation are unveiled (Chi and Pan, 2012; Colquitt and Zapata-
Phelan, 2007). This empirically contributes to complementing the existing literature
primarily in terms of conceptualisation with regard to the connection between leadership
styles and organisational innovation through the mediating effect of employee creativity.

7. Managerial implications

This study is the first attempt to examine the effects of transformational leadership,
transactional leadership on employee creativity and organisational innovation in Vietnam.
Equally important, it was conducted in state-owned enterprises operating in the coffee
industry that significantly contributes to the national economic and social development. By
realising the important role of non-technical innovation, particularly organisational
innovation relating to organisational methods towards the survival and growth of
enterprises, it is critical for leaders to promote organisational innovation by putting their
continuous efforts on utilising their personality traits and skills of strategic planning and
supervising (Botelho, 2020; Tung and Yu, 2016).

Furthermore, findings revealed that organisational innovation was more likely to be
fostered by the positive influence of leadership behaviours, specifically transformational
leadership and the improvement of employee creativity. Therefore, results benefit the
management of organisations and policy makers by providing an insight of which leadership
style will effectively suit public enterprises to promote employee creativity and foster
organisational innovation. Accordingly, appropriate measures can be taken by the
management to foster positive relationships and reverse negative linkages between constructs.



Specifically, as employees are offered more support, care and trust by the leader, they
become more interactive and confident in sharing new ideas with leaders, which indirectly
advances the creative level of employees (Jung et al, 2003; Kong et al., 2019; Zaitouni and
Ouakouak, 2018). Additionally, the leader shapes enterprises’ potentials to generate
innovative outcomes using his capabilities by promoting an encouraging working
environment that facilitates employees in contributing creative abilities and knowledge to
the organisation. Thus, given the reality of fast changes in business climate, an effective
leader should adopt competent characteristics of transformational leadership rather than
transactional leadership to yield positive employee creativity, which translates into more
effective organisational innovation.

Since the economic evolution known as “Doi Mo1”, state-owned enterprises in Vietnam still
show ubiquitous influence on the performance of organisations and individuals in the
economic sectors (Phuong and Takahashi, 2021). While the appointment of the leaders in
public enterprises is finally determined by the higher level of management based on the
collective voting outcome in the organisations, decisions and powers of the leaders are
restricted (Tran et al, 2016). Therefore, leaders demonstrating the attributes of
transformational leadership in public enterprises can act within their granted authorities
to foster the creativity of employees. On the contrary, by exploiting the collective agreement
in public organisations, leaders showing TSL tend to elude their personal responsibilities,
which was detrimental to employee creativity. Specifically, the unwillingness of the
transactional leaders to encourage employees to adopt risk-taking activities results in the
negative effect on the organisational innovation.

Tran et al. (2016) also pointed out that leader’s intelligence, knowledge and expertise are
not the utmost determinants to get leaders promoted in Vietnam public enterprises. More
importantly, interpersonal skills and political behaviours of the leaders are playing their
crucial roles. Phuong and Takahashi (2021) highlighted outcomes of research about
leadership effectiveness in Vietnam that employees expect their leader to demonstrate
supportive attributes by creating a favourable working environment.

Due to the high power distance prevailing in Vietnam society, employees working in
organisations, especially in public enterprises, are reluctantly obedient to whatever tasks
assigned by the leader although they may not fall within their job descriptions or are
overqualified (Nguyen et al, 2018). Moreover, it is not illegitimate when employees
perceived unfair treatment among subordinates or power abuse exhibited by the leader in
their organisations, which bears similarities with other high power distance countries in the
Asia—Pacific region (Budhwar et al, 2016). Therefore, long-term and non-monetary
relationships in the organisation need to be established and maintained between
supervisors or leaders and their subordinates in order to encourage their creativity
(Phuong and Takahashi, 2021). This solution may provide employees with psychological
supports based on the significance of trust, respect and professional development to keep
them motivated by investing time and effort in the creative process. In this particular
situation, the attributes of transformational leadership that focuses on equal task and
resource allocation between employees as well as appropriate and thoughtful consideration
about subordinates can help.

Particular features of state-owned enterprises in Vietnam manifested by bureaucratic
rules, highly structured organisations and perceived transactional leadership of the leaders
might have restricted employees in their creative abilities and impacts on organisational
innovation. Nevertheless, results of this study highlighted the significant role of employee
creativity in enhancing the positively direct effect of transformational leadership on
organisational innovation and modifying the negatively direct effect of transactional
leadership on organisational innovation. Thus, the management should employ flexible and
reformed policies regarding benefits and competitive gains to improve employee creativity,
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which in turns boosts organisational innovation. Simultaneously, selecting employees with
required skills and fitted personality profile regarding creative abilities must be considered
during the recruitment process in the public enterprises.

8. Limitations and directions for future research

Some limitations based on interpreting the current findings of this study must be
acknowledged. Specifically, data on both predictors and outcome variables were
simultaneously collected from the same source. Accordingly, employees might assess
their behaviour as creative despite the fact that it is not in reality. However, Zhang and
Bartol (2010) stated that the individual creativity is considered as an internal process that
should be rated by the employees themselves rather than their supervisors. Additionally,
despite its good generalisation for research findings, the adopted non-experimental cross-
sectional design in this study also makes it difficult to provide inference about the
direction of causality between variables because all variables were measured at the same
point of time and using the same questionnaire. Moreover, the research sample was
collected from employees working in Vietnamese state-owned enterprises in the same
coffee industry. Despite its controllable industry effects, new discovery of different factors
and linkages between variables across various industries may be precluded (Jung
et al., 2003).

Further possibilities for field experts and academia to conduct future research on
leadership, creativity and innovation are suggested as follows. The multi-level framework
based on the currently presented in this study could be extended by considering how
different leadership styles impact creativity at different levels such as departmental level or
group and team level. Furthermore, qualitative component should be attempted to
supplement the findings of quantitative methods by conducting in-depth interviews with
leaders and employees regarding the innovation in their organisations, the creative level of
employees as well as how employees perceive the leadership style that their leader
demonstrates. Ultimately, the proposed mediated model of this study is validated and
replicated through surveying different industries and research settings, which reinforces the
generalisation and reliability of findings.

9. Conclusion

This empirical study is able to achieve its objectives and adds to the current body of research
by filling the research gaps in leadership, creativity and innovation literature. Specifically, it
affirmed and expanded the understanding of the relationships between leadership styles and
organisational innovation on organisational methods using the sample of employees working
in Vietnamese public coffee enterprises. Overall, the majority of formulated hypotheses were
supported and substantiated in the theoretical model, which demonstrated different impact of
leadership styles on employee creativity and organisational innovation. Accordingly,
organisational innovation is more likely to be fostered by the positive influence of innovative
leadership behaviours and the improvement of employee creativity. A thorough
understanding of the mechanisms underlying the impact of leadership styles on
organisational innovation provides organisations on a strategic basis with insights into
the adaptive changes of leadership behaviours and approaches. As the significant role of
employee creativity as a mediator is highlighted in the leadership styles-organisational
innovation relationships, it is essential for organisations to establish a favourable and
beneficial working environment by encouraging more involvements and active
participations of employees in establishing organisational goals, operational budgets and
performance standards to promote their creativity.
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