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HUMAN CAPITAL THEORY PERSPECTIVE

Muhamad Nurdin Yusuf; Aneu Yulianeu,
!Agribusiness Department of Agriculture, Universitas Jawa Barat, Indonesia
Informatics Management Department, STIMIK DCI, Jawa Barat, Indonesia
Email: muhamadnurdinvusuf@gmail com;

Fmails: Anjusu09@gmail. com (corresponding author);

Abstract

Thiz paper examines the influence ofenergizing the organizational learning process on
improving embroidery MSMES performance in [ndoncsia Quanfifatiye research was conducted _
total of 280 samples were collected from small-medium size embroidery MSMEs in the central
region of Tasikmalaya. West Jawa This research proposes a conceptual paradigm for energizing

The findings show that the energizing organizational learning process positively affects
organizational performance. The authors also discovered that an energizing organizational
learning process moderates the relation between transformative leadership and organizational
performance. This research only uses one type of leadership. It is possible to use several other
types of leadership to be tested in an empirical model. Additionally, more sample variety should
be considered in terms of cross-cultural comparative gtudies This study addresses gaps in the
literature and practice of transformational leadership, examining the interaction between
energizing organizational learning processes and the efficacy of MSMEs teamwork.

Keywords: Human capital theory, Energizing the Organizational Learning, Transformational

Leadership, Embroidery, MSME's.

1. Introduction

technology and the dynamics of innovation (Sharmaa et al., 2012), have led to 2 strategic view
that organizations need to undertake internal transformation processes (Beh and Shafique, 2016)
in order to improve organizational competitiveness and performances. Micro, small, and
medium-sized enterprises (MSMEs) are crucial in improving economic growth in developing
nations by creating new jobs, stimulating sustainable innovation, and reducing income
inequality| According to Boukamcha (2019), MSMEs are essential for promoting economic,
political, financial, and social growth and lowering poverty levels in emerging countries.
Transformational leadership is one of the most critical success elements in boosting
organizational performance (Alrowwad et al, 2020; Alrowwad et al, 2016; Khan et al,
2018). Further, Koffman and Senge (1993) argue that transformational leadership can affect
organizational performance by creating a competitive advantage through innovation and
knowledge stimulation. According to transformational leaders, employee visions and abjectives
should align with their companies’ visions and objectives, fostering intrinsic motivation among

employees and encouraging them to participate in creative work procedures. A transformational
leader, in particular, results in a mutually beneficial interaction between employees and leaders
when creating a strategic policy (Green et al, 2013). |
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create change and think innovatively. Because MSMEs have more superficial oversight and
bureaueracy, it quickly sets goals and infroduces new ways to facilitate innovative action.
However, prior research on the effect of transformational leadership on organizational
performance vielded insignificant results (Jonathan Muterera and Garcia-Rivera, 2015; Rasd
Masa'deh, 2016; Timothy, 2011). This inconsistent finding is interesting fo be studied further by
raising the research problem of what processes should be developed to facilitate transformational
leadership in order to be able to improve organizational performance. This study aims to solve
this gap by adopting the human capital theory. The human capital theory assumes that humans
are physical assefs or capital goods such as machinery and equipment Hutnan capital is the
complete quantity of expertise, capabilities, knowledge, abilities. and creativity. Further, Fitzens
(2000) described human capital as a combination of job properties (i.c., knowledge, expertise,
abilities, and skills) and savvy emplovees (intellectual and intelligence),

This definition has aftracted the interest of researchers to propose the concept of
energizing the organizational learning process (FEQLp) in mediating the role of transformational
leadership to improve organizational performance. Therefore, 2 conceptual model was developed
to bridge the research gap of transformational leadership, dynamic capability, energizing
organizational learning process (EQLp). and organizational performance. On a practical level,
the results of the 2018 survey report that two main obstacles to the growth of MSMEs in
Indonesia are finance and marketing aspects (Asia Pacific Foundation of Canada 2018).
Hindasah (2020 examines MSMEs in Indonesia as the main driver of economic growth through
organizational learning. This conclusion is in line with research conducted by Chuan-Peng et al.
(2017) that organizational learning and knowledge management innovation effectively affect
MSMEs' technological capabilities. This study selected embroiderv SMEs in Indonesia by

previous fwo decades (Bass, 1985). Transformational leadership is a leader's capacity to inspire
positive changes and encourage employees to perform beyond their expectations.

According to Anfonakis et al. (2003), transformational leaders can motivate followers to
proactively mobilize and explore their capabilities to achieve organizational goals The
distinction between transformational and transactional leadership models and their impact on
organizational success has piqued scholars' interest (Parashakti et al, 2018; Kark et al, 2018;
Kim and Brymer, 2011). Thus, according to West et al. (2003), leadership is the most critical
factor impacting competitive advantage in small enterprises. The transformational leadership
style encourages individuals fo have a far-sighted vision and mission through innovative
behavior, ultimately improving individual and crganizational performance (Waruwy et al.
2020). Further, Aboshaigah's (2016) research on Saudi Arabian hospitals discovered a significant
link between transformative leadership and staff performance. Han et al. (2020) discovered that

transformative leadership significantly impacts employee performance in China.
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2.2, Energizing Organizational Learning Process

The premise of organizational learning is that if it is completed in groups, it is almost
inevitable that the learning will be geared toward small groups in a higher-level organization.
Further, organizational learning can be aftained by implementing the following strategies: 1)
Leamning inferactions (Ipsyng Jung and Seonghee Choi 2002) 2) Sharing inferactions
(Noorderhaven & Harzing, 2009); 3) Mutual interactions between members of the group (Nale

for building unique competencies (Barey, 2001). Additionally, according to Benties (2002),
knowledge, skill, and atfitude are obtained through organizational learning, which can provide a
stren%[to work more efficiently,

ganizational leamning can produce knowledge so that the organizational learning process
15 a company-specific process such as 1) Produces a learning process that is more focused on
company development; 7) Obiaining recognition from outside parties; 3) The learning process is
the foundation for the company's growth.

The essence of organizational learning is learning-oriented towards organizational goals;
inferaction in 2 group cannot run without encouragement because the strength is leaming
together. The idea of an energizing organizational leamning concept that can become a bridge in
an enabling process is an essential consideration with an energizing organizational character,
such as the knowledge skill attitude that 15 unique to the company fo enlarge its environment.
These considerations consist of 1) Energizing organizational learning is a leaming process in
leadership so that the ability to work together is vital in a learning process; 2) Energizing
organizational learning at the lowest level is directed at creating a process for individuals to
develop the company; 3) Because individual enabling that i done in energizing organizational
learning s typical of the company, the interaction in a group is directed at the learning process
that s unique to the company.

Organizational learning is a tool for improving the performance of a company. Energizing
the organizational learning process plays a vital role in an organization because it always exists
in 2 structure primarily determined by its leader's characteristics. A transformational leader is a
leader who can provide space according to the characteristics of a transformational leader.
Therefore, energizing the organizational learning process will be very important in encouraging a
learning process that leads to innovation (Barney, 2001; Correa, 2007). Organizational learning
cannot mean anything if it is nof associafed with organizational performance; Bonfis (2002)
revealed that the effectiveness of human resources largely determines organizational
performance. Therefore, it is logical to energize organizational learning by creating adequate
human resources because it is a strategic instrument to improve performance

23 Effect of Transformational Leadership and Energizing Organizational Learning
process

Transformational leadership is a charismatic leadership style critical to attaining the
organization's objectives. Sgayer (2003) defines transformational leadership as a leadership style
in which one or more people are involved with others to motivate their subordinates to have
higher mortality. This leadership style occurs when a leader gives trust to subordinates to
improve their performance. In its development, organizations will continue to leamn to achieve
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their goals; Senge (1990) calls it organizational learning, a type of activity where an organization
learns. Senge (1990) et al. define organizational learning as a never-ending process to develop
their capacity, have a broad mindset, and learn endlessly to see things together, built on
experience 5o that if there 15 a change outside the organization, existing human resources can
adapt quickly.

Based on these characteristics, the learning process of an energized organization will be
determined mainly by the characteristics of its leader. Transformational leadership 15 a leader
who has the power to change. Further Transformational leaders will give flexibility to employees
to improve their performance by providing motivation, having the drive to think outside the box,
and looking for breakthroughs for organizational development. The ability of a transformational
leader to inspire his or her followers to keep learning can drive organizations fo produce, exploit,
update, and use the information fo develop the necessary competencies for an energetic
organizational learning process. Bamey (2001); Correa (2007), transformational leaders can
encourage innovation by encouraging learning. The following is the proposed hypothesis based
on this description|

HI: Transformational Leadership has a positive impact on energizing the organizational
learning process.

24.Effect ofEnergizing Organizational Learning Process and Organizational

Performance

Organizational learning is a multidimensional procedure involving acquiring new abilities
and modifying behavior (Migdadi, 2019; Altina et al, 2016). This process involves changing
individual and organizational behavior (Murray and Donegan, 2003). The purpose of energized
organizational leamning is to form organizational routines inherent in organizational life,
including initiating learning processes, involvement of members to inferact actively, and building
a voluntary concept to exchange knowledge in a positive manner oriented towards improving
organizational performance.

Kerlavaj et al. (2016) research emphasizes testing orzanizational performance improvement
models seen from their influence on an organizational learning culture. According to his
findings, increasing organizational learning can enhance performance. Therefore, organizations
must emphasize the importance of a learning culture and interpret it in the confext of increasing
knowledge. According to Huber (1991) and Garvin (1992), companies with a strong learning
culture will produce, acquire, and communicate knowledge and alter behavior to reflect new
knowledge and insights (1993). Based on this description, the hypotheses proposed in this study
are as follows:
H 2: Energizing organizational learning will be positively related to Organizational Performance

ability to affect positive change by expressing a motivating vision and energizing goals that
improve staff performance. This sort of leadership can motivate and transform employees to
better their performance.

Bass (1983) argues that transformational leadership &5 2 leadership style that builds a
shared vision fo inspire followers and fulfill organizational goals. Leaders with transformational
characteristics will foster loyalty and confidence among followers and motivate subordinates to
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carry out acfivities in creative ways. Transformational leaders are often good communicators
who try to engage individual self-concepts in the organization's best interests (Tung et al., 2003).
Leaders who exhibit transformational behavior promefe creativity by providing a
psychologically safe environment in which new ideas are valued.

Transformational leaders can support and inspire the actions required for dynamic falents.
The term dynamic refers to an ability to deal with ever-changing environments. When
technological change is rapid and predicting fufure competition conditions is challenging,
adaptive responses are required.

Meanwhile, according to Teece et al. (2007), the term capability highlights the "critical
management roles that prioritize the ability to compete and adapt uniquely to achieve the
expected goals and appropriately reconfigure the organization's internal and external skills,
resources, and functional competencies to adapt to changing environmental requirements."

Teece et al. (1997) were the first to introduce the concept of dynamic capacities, which
states that RBV (Resources Based View) cannot explain how 2 company successfully
demonstrates responsive, fast, and flexible product innovation redistributing infernal and external
competencies. Constraints of RBV Theory can be resolved with clear perspectives of dynamic
capabilities. The dynamic capabilities approach emphasizes exploiting internal and external
competencies fo respond to a changing environment. This capability enables the company to
achieve still and sustain a competitive advantage when the business environment changes.

Due to fast changes in the environment and organizational needs, the notion of dynamic
capacities has evolved. Hence, the company should identify opportunities, make investments to
capture those possibilities, rearrange the resource base, and adapt to changes in a dynamic
environment. (Teece, 2007). According to Wu (2010), these dynamic capabilities are a critical
source of long-term competitive advantage.

Leaders can drive employees beyond personal inferests through ftransformational
leadership. According o Duan et al. (2017), transformational leadership accentuates the
prominence of the leader-follower relationship. When an organization is faced with a volatile and
changing market, having an insufficient supply of resources and procedures is insufficient to
maintain 2 competitive advanfage (Yasin et al, 2014). Transformational leadership will
encourage all subordinates to face every challenge by building motivation and inspiring
employees to achieve organizational goals

The research results by Nyachanchy et al. (2017) using sensing and seizing capability
indicators show that transformational leadership is significantly related to dynamic capabilities
that ultimately affect company performance. The following is the proposed hypothesis based on
this description:

H 3: The better the transformational leadership, the befter the dynamic ability.

| The company's dvnamic capabilities are path-dependent and integrated (Ambrosini et
al, 2009). As a result, observing it is tough, and replicating it for other businesses is even more
challenging. According to Barreto (2010), dynamic capabilities enable organizations to actively
observe the environment and uvse information effectively for infernal improvement fo affect
organizational performance.
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Teece (2007) divided DCs into three dimensions or capabilities: "(1) Sense, and shape threats
and opportunities (Sense), (2) seize opportunities (Seize), and (3) manage threats and
reconfiguration (MTR)". Sensing is the first step in developing dynamic capabilities, and it
comprises sensitive firms assessing their surroundings to identify new potential markets. To do
50, corporations must continually analyze the impact of environmental changes on consumer
demands and audit their product portfolios to meet customer expectations. (Paylon & Samy,
2011). Seizing 15 the second step. Companies must be able to make the necessary investments to
modify their present habits. As a result, to manage new product releases, businesses must have
systems in place for determining change-oriented decisions (Teece, 2007). Finally,
reconfigurability necessitates efficiency in implementing modifications that drive new product
development, allowing all existing processes to connect with new ones seamlessly—the greater
the company's dynamic ability, the better the organizational learning process. Companies are
becoming exposed to changes in the outside world, necessitating acquiring skills to stay up with
these changes.

Organizational learning is an organization's abilify to assimilate information and change
its behavior to reflect new cognitive habits. (Gomez et al., 2005). Because leaning is required to
uncover new skills and gain a competitive advantage, organizational learning procedures must be
confinually adjusted and developed. According to Hiff et al. (2007), sustainable competitive
advantage is obtained when resources are scarce, difficult to imitate, and not substituted.

The ability to transfer information fo all business members through organizational
learning 1s one of the talents that might fulfill the requirements listed above. Employees with a
high level of knowledge provide a competitive advantage by assisting organizations in achieving
superior fesults. Some academics relate learning as a component of creative efficiency to the
efficiency of sustained competitive learning. (Birdthistle & Fleming, 2005; Dodgson, 1993).

Gomez et al. (2005) stated that organizations encourage employees of all levels to foster
learning and help employees develop their skills. Further, Chiva et al. (2007) claimed that
assessing practical organizational learning skills should include five dimensions: risk-taking,
participative decision, engagement with the external environment, and collaborative action
Gomez et al. (2003) also proposed four criteria for assessing organizational learning ability:
commitment, management system, and culture. Researchers generally believe open and honest
communication is critical to enhancing organizational learning capacities. Additionally, personal
and social ties among organizafional members are required (Theresa et al | 2013). Finally, Teece
(2007) argued that qualities such as engagement a systems perspective, and participatory
decision-making are critical for innovativeness and creating new goods. Based on this
description, the proposed hypothesis is as follows:

H 4: The more dynamic capabilities increase, the befter the energized organizational learning
process will be.

3. Research Method
3.1. Sample and data collection.

The method used in this study is a research survey. The research location was determined
with the three considerations. First, the Embroidery Industry MSME Sector is one of the leading
MSMEs in eastern Priangan Second, the embroidery industry MSMEs are MSMEs that have
been computerized and use technology in their work, and the third MSME embroidery has a
team of work teams that work on group work. A tofal of 205 MSME owners were randomly and
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population of 280 MSMEs. The data uvsed in primary data consists of transformational
leadership, energizing organizational learning, feamwork efficacy, and organizational
performance. We collected the sample from February to August 2020. The dafa were
investigated using AMOS SEM software to test the empirical model.

3.2. Research Instruments

Most variables were drawn from prior studies and assessed using multiple-tem
questionnaires. For consistency in measuring the variables, a seven-point Likert-type scale was
utilized. All items are graded on a five-point Likert scale that ranges from strongly disagree to
strongly agree.

Transformational leadership. This research emploved a measurement extracted from
Avolio and Bass (1995). This variable examines leaders that inspire followers to work toward

greater aims than self-interest. The transformational leadership has reported [x’: 3,799 p: 0.150;
RMSEA: 0.066 GFT: 0.991 AGFT: 0.955 CFL: 0.997 TLI: 0.991 NFL: 0.994) to validate the scale
and ifs one-dimensional verification, indicating high validity and reliabilify.

This research introduces a novel construct of energizing the organizational leaming
process s a variable that analyzes an organizational habit inherent in organizational life,
including initiating learning processes oriented towards organizational goals, actively involving

......................................................

Probability: 0.196; RMSEA: 0.057 GFL: 0.995 AGFT: 0.968 CFIL: 0.998 TLL: 0.995 NFT: 0.996)
and demonstrates one dimension, validity, and reliability |

Dynamic capability is defined as a variable that analyzes the ability of organizations to
create, reshape, and assimilate knowledge and skills to remain strong in a competitive
environment that is always changing rapidly so that they can change their ability to cope with a

AGET: 0.956 CFL: (.998 TLI: 0.993 NFT: 0.996) indicates one-dimensional and high and reliable
validity

Kast and Rosenwsig (1972) presented 4-variables to measure organizational
performance (Kast and Rosenweig, 1972). Recent research has compared performance to

2.760; p: 0.232; RMSEA: 0.043; GET: 0.993; AGFT: 0.965; CFL: 0.999: TLI: 0.996; NFT: 0.994)
demonstrating one-dimensional and high reliability,| Size: Companies are classified by the
mumber of people emploved: SMEs (small and medium enterprises, < 230 emplovees). The
sector 15 analyzed based on transformational leadership in the embroidery industry sector.

4, Data Analysis and Research Findings
4.1. Data Analysis

To determine the measurement and structural model linkages, the amplitude of the
regression, and the Goodness of model fit, the data were analyzed using Covariance Based SEM
with AMOS 22.0 (Arbuckle, 2016). The Sobel test was vsed to determine if the factors had a
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mediating impact (Haves, 2013). Additionally, Table I shows the construct reliability and
average variance extracted analysis for each dimension.

Based on the construct indicater's loading factor, each variable has a cut-off value of
0.50, indicating that the loading factor's size appropriately represents the generated variable. Hair
(2010) proposes two criteria for determining reliability: each measuring scale's estimates should
equal or surpass 0.60, and the average variance extracted should equal or exceed 0.50. Further,
The intraclass correlation coefficient (ICC)is a descriptive statistic for assessing units organized
into groups. The ICC score is derived using the team's predicted reliability scores and the
number of respondents who can guarantee that the respondent's data matches the average value
given (Liljequist. 2019). The cut-off value for the intraclass correlation coefficient iz 0.70 (Koo
and Li, 2016).). The following values were reported: Transformational leadership (0.853);
dynamic Capability (0.789); energizing organizational learning process (0.868), and
organizational performance (0.844). All variables are above the cut-off value of 0.70, which is
above the cut-off value. In other words, the individual average score is the same as the average
group score as presented in table 1; measurements of construct variables, convergent validity,
construct reliability, and correlation coefficients between constructs exceeded the recommended
cut-off criterion of 0.30, respectively.

Table 1. Measurement validity and reliability

Variables & Indicators Source Std. esti Convergent | Construct | ICC.
mate Validity- | reliability
AVE
Exogenous Variables:
Transformational Leadership
*  Individualized consideration Avolio and Bass 0.826 0.728 0.914 0.853
* Intellectual stimulation (1995} 0.831
* Inspirational Motivation 0.853
* Tdealized Influence 0.900
Dynamic Capability
» Sensing Dawvid J. Teace, Gary | 0.937 0.623 0.832 (.784
* permission Pisano, and Amy [ (.908
« Reconfizuring Shuen (1997 587
CFA Endogenous Variables:
Energizing Organizational Learning process
+ Goal-oriented leaming process | {ulianen =t al. (2021} | 0.879 0.754 0.902 (.858
» Updating-criented interaction 0.861
« Intra-team kmowledee exchangs 0.865
Organizational Performance
» Profitability Chan, Huff, Barclay | 0.817 0.713 0.908 0.844
o Narket Growth & Copeland (1947) 0.891
» Product — zervice innovation 0.861
» Company Feputation 0.805

4.2. Hypothesis Testing
Confirmation Factor Analysis (CFA) was used to examine the structural model. The data
calculation resulted in a Goodness of Fit test with chi-square statistic size = 101, 148 and a



sionificance level of 0, 016 o= 0, 05, sugoesting that the model is acceptable. Further, Structural
mode] also displays a good level of fit index (GFI = 0.9 36; AGFT: 0908 CFL: 0.989 TLI: NFI
(986: 0.962; RMSEA = 0.043 (Hair et al., 2010).

As a result, the goodness model fit is achieved. The predicted pathway is based on the
regression coefficient (H1 =0, 33; H2 =0.83; H3 =0, 76 and H4 = 0, 38) with a critical ratio or
t-value » 2.0 (Harr et al, 2010) indicates that all of the model's hvpotheses have been accepted
(Table 2).
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Figure 1. Full structural equation model

Table 2. The result of the regression test

Hypothesis Standardized | critical | p-value | Result
estimate ratio

HITLEOL  |0532 6303 | 0.000% | Supported
H2EOL>0P |0.846 12,015 | 0.000% | Supported
HRTL&>DC | 0.736 7357 [ 0.000% | Supported
H4:DC>EOL | 0380 4890 | 0.000% | Supported
H3:EOL mediates | Z-Value=3923 Supported
TLto OP

* = significance level of 1%, ** = significance level of 3%

learning in the correlation between transformational leadership and organizational performance.
The output resulted in the Z = 3925, which is above the cut of value is 1.96, which shows the
mediating effect of the tested variables (Ferdinand, 2014)|

5, Research Contribution and Direction for Future Research
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5.1. Research Contribution

This study discusses how transformational leadership can improve organizational
performance from the human capital theorv perspective to create an energizing learning process
in an organization. The results of hypothesis testing will be discussed as follows. The results
show the importance of transformational leadership in an organization, especially in improving
the energizing organizational learning process (EQLp). EQOLp can be described as the ability to
inifiate learning processes toward organizational goals, member invelvement, and build
volunteerism to exchange knowledge positively. This finding is an operationalization of
organizational learning {Cangelos) and Dill 1967) and service-dominant logic (Vargo and Lysch,
2004), leading to the concept of EQLp. Acceptance of the hypothesis about the effect of
transformational leadership can increase mutval influence among team members and encourage
team members to share knowledge. Several research studies have found organizational learning
to increase the association between fransformational leadership and organizational performance
(GarcaMorales et al| 2008).

Given the magnitude of the regression coefficient, this study adds knowledge to improve
organizational performance. Tomal and Jones defined organizational performance as comparing
the actual and the planned output. According to Cho and Dansereau (2010), the comparison
between the goals and the achievements obtained. Emplovee interactions that are change-
oriented encourage emplovees to share their knowledge with coworkers. Another impact is that
emplovees will be encouraged to socialize and understand the need for new knowledge to
improve organizational performance. Work or learn from the failure of other units and make
learning an effort to improve organizational performance. This study proves that in the long
term, individuals who experience increased activity due to interactions with other people can
produce new, more efficient wavs of working to improve their performance ((erhasi et al,
2015).

Several studies have shown that interactions with others in the workplace can add
information that positively affects individual performance (Baldwin et al, 1997; Cross &
Cummings, 2004; Shah & Jehn 1993; Sparrowe et al, 2001). On the other hand, interactions
that cause reduced activity can lead to limited individual ability to think and act (Fredrickson &
Branigan, 2003) and reduce motivation to work (Baumeister et al, 2007), which in turn can
reduce individual persistence (Landy & Becker, 1987). Lower activity ultimately leads to lower
performance (Gerbasi et al., 2013).

The prominence of the relationship between transformational leadership and dynamic
capability is demonstrated in this study. Transformational leadership is significant in creating
innovation in the company. Hence, small businesses must build transformative capacities to
adjust their operations to market demands and expectations, such as raising environmental
consciousness (Zuraik and Kelly et al., 2019). Internal knowledge is encouraged to stimulate new
information while transformative abilities optimize existing knowledge. (Kang and Lee, 2017).
Additionally, Zaheor and Gerged (2021) argued that internal knowledge integration iz crucial for
supporting  environmental management practices and providing robust environmental
performance. Prior studies by Albino et al., 2012 and Dibrell et al., 2011 proved that a core
foundation for transformative ability iz strong dedication and collaboration within a company’s
units.

Transformational leaders also encourage the growth of reciprocal attitudes among organizational
members. Hence, encourage team members to share knowledge and increase information
fluidity. Organizational learning processes and dynamic capabilities require continuous learning



throughout the cyvecle. Fermu'n Malle'n et al. (2014) stated that continuous organizational learning
ability is the primary key to improving organizational performance. The success of an
organization in improving itz performance depends on the management culture of continuous
learning and innovation to increase company profits. Victor Jesis Garcia-Morales (2012) states
that organizational learning affects organizational performance positively, either directly or
indirectly, through organizational innovation, which in the end, organizational innovation affects
organizational performance positively.

6. Future Research

The current research has filled several critical knowledge gaps in transformational leadership and
organizational performance. Future research can enrich research topics in leadership with other
leadership styles such as servant leadership or participatory leadership to contribute to
developing the body of knowledge. Cross-cultural comparison is one characteristic that
distinguishes managing a learning organization can generalize the research context in future
research.
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Abstract

This paper examines the influenc

total of 280 samples were collected from small-medium size embroidery MSMEs in the central
region of Tasikmalaya, West Jawal. This rescarch proposes a conceptual paradigm for energizing
the orgamizational learning pr mp; _perfc f embro

The findings show that the energizing orgamizational learning process positively affects
organizational performance. The authors also discovered that an energizing organizational
learning process moderates the relation between transformative leadership and organizational
performance. This research only uses one type of leadership. It is possible to use several other
types of leadership to be tested in an empirical model. Additionally, more sample variety should
be considered in terms of cross-cultural comparative studies. This study addresses gaps in the
literature and practice of transformational leadership. examining the interaction between
energizing organizational learning processes and the efficacy of MSMEs teamwork.

Keywords: Human capital theory, Energizing the Organizational Learning, Transformational

Leadership, Embroidery, MSME's.

as well as the rapid rate of
technology and the dynamics of innovation (Sharmaa et al., 2012), have led to a strategic view
that organizations need to undertake internal transformation processes (Beh and Shafique, 2016)
in order to improve organizational compefitiveness and performances. Micro, small, and
medium-sized enterprises (MSMEs) are crucial in improving economic growth in developing
nations by creating new jobs, stimulating sustainable inovation, and reducing income
inequality.| According to Boukamcha (2019), MSMEs are essential for promoting economic,
political, financial, and social growth and lowering poverty levels in emerging countries.

Transformational leadership is one of the most critical success elements in boosting
organizational performance (Alrowwad et al 2020: Alrowwad et al. 2016; Khan et al.
2018). Further, Koffman and Senge (1993) argue that transformational leadership can affect
organizational performance by creating a competitive advantage through innovation and
knowledge stimulation According to transformational leaders. emplovee visions and objectives
employees and encouraging them to participate in creative work procedures. A transformational
leader, in particular. results in a mutually beneficial interaction between employees and leaders
when creating a strategic policy (Green et al., 2013). |

create change and think innovatively. Because MSMEs have more superficial oversight and
bureaucracy, it quickly sets goals and imntroduces new ways to facilitate innovative action.
However, prior research on the effect of transformational leadership on organizational
performance yielded insignificant results (Jonathan Muterera and Garcia-Rivera, 2015: Ra'ed
Masa'deh, 2016; Timothy. 2011). This inconsistent finding is interesting to be studied further by
raising the research problem of what processes should be developed to facilitate transformational
leadership in order to be able to improve orgamzational performance. This study aims to solve
this gap by adopting the human capital theory. The human capital theory assumes that humans
are physical assets or capital goods such as machinery and equipment Human capital is the
complete quantity of expertise, capabilities, knowledge, abilities, and creativity. Further, Fitzens
(2000) described human capital as a combination of job properties (i.e., knowledge, expertise,
abilities. and skills) and savvy employees (intellectual and intelligence) |

This definition has attracted the interest of researchers to propose the concept of
energizing the organizational learning process (EOLp) in mediating the role of transformational
leadership to improve organizational performance. Therefore, a conceptual model was developed
to bridge the research gap of transformational leadership. dynamic capability, energizing
organizational learning process (EOLp), and organizational performance On a practical level,
the results of the 2018 survey report that two main obstacles to the growth of MSMEs m
Indonesia are finance and marketing aspects (Asia Pacific Foundation of Canada, 2018).
Hindasah (2020) examines MSMEs in Indonesia as the main driver of economic growth through
organizational learning. This conclusion is in line with research conducted by Chuan-Peng et al.
(2017) that organizational learning and knowledge management innovation effectively affect
MSMEs' technological capabilities. This study selected embroidery SMEs in Indonesia by
testing this research model to improve orgamizational performance through energizing
organizational leaming processes

ransformational leadership has risen to prominence in the leadership concept over the
previous two decades (Bass. 1985). Transformational leadership is a leader's capacity to inspire
positive changes and encourage employees to perform beyond their expectations.

According to Antonakis et al. (2003), transformational leaders can motivate followers to
proactively mobilize and explore their capabilities to achieve organizational goals. The
distinction between transformational and transactional leadership models and their impact on
organizational success has piqued scholars' interest (Parashakti et al.. 2018: Kark et al . 2018;
Kim and Brymer, 2011). Thus, according to West et al. (2003), leadership 1s the most critical
factor impacting competitive advantage in small enterprises. The transformational leadership
style encourages individuals to have a far-sighted vision and mission through innovative
behavior, ultimately improving individual and organizational performance (Waruwu et al.,
2020). Further, Aboshaiqah's (2016) research on Saudi Arabian hospitals discovered a significant
link between transformative leadership and staff performance. Han et al. (2020) discovered that
transformative leadership significantly impacts employee performance in China.
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2.2. Energizing Organizational Learning Process

The premise of organizational learning is that if it is completed in groups, it is almost
inevitable that the learning will be geared toward small groups in a higher-level organization.
Further. organizational learning can be attained by implementing the following strategies: 1)
Learning interactions (Insung Jung and Seonghee Choi, 2002); 2) Sharnng interactions
(Noorderhaven & Harzing, 2009); 3) Mutual interactions between members of the group (Nale

for building unique competencies (Barney, 2001). Additionally, according to Bonties (2002),
knowledge. skill. and attitude are obtained through organizational learning. which can provide a

[Drganizational learning can produce knowledge so that the organizational learning process
is a company-specific process such as 1) Produces a learming process that 1s more focused on
company development; 2) Obtaining recognition from outside parties; 3) The learning process is
the foundation for the company's growth.

The essence of orgamizational learning 1s learning-oriented towards organizational goals;
interaction in a group cannot run without encouragement because the strength is learning
together. The idea of an energizing organizational leaming concept that can become a bridge in
an enabling process is an essential consideration with an energizing organizational character,
such as the knowledge skill attitude that 1s unique to the company to enlarge its environment.
These considerations consist of 1) Energizing organizational learning 1s a learning process mn
leadership so that the ability to work together is wvital in a leamning process; 2) Energizing
organizational learning at the lowest level is directed at creating a process for individuals to
develop the company: 3) Because individual enabling that is done in energizing organizational
learning is typical of the company. the interaction in a group is directed at the learning process
that 1s unique to the company.

Organizational learning is a tool for improving the performance of a company. Energizing
the orgamizational learning process plays a vital role in an orgamization because 1t always exists
in a structure primarily determined by its leader's charactenistics. A transformational leader 15 a
leader who can provide space according to the charactenistics of a transformational leader.
Therefore, energizing the organizational learning process will be very important in encouraging a
learning process that leads to innovation (Barney, 2001; Correa, 2007). Organizational learning
cannot mean anything if it 1s not associated with orgamizational performance; Bontis (2002)
revealed that the effectiveness of human resources largely determines organizational
performance. Therefore. it is logical to energize organizational learning by creating adequate
human resources because it is a strategic instrument to improve performance |

2.3. Effect of Transformational Leadership and Energizing Organizational Learning

organization's objectives. Seaver (2003) defines transformational leadership as a leadership style
in which one or more people are involved with others to motivate their subordinates to have
higher mortality. This leadership style occurs when a leader gives trust to subordinates to
improve their performance. In its development. organizations will continue to learn to achieve

their goals: Senge (1990) calls it organizational learning, a type of activity where an organization
learns. Senge (1990) et al. define organizational learning as a never-ending process to develop
their capacity. have a broad mindset, and learmn endlessly to see things together. built on
experience so that if there is a change outside the organization, existing human resources can
adapt quickly.

Based on these characteristics, the leamning process of an energized organization will be
determined mainly by the characteristics of its leader. Transformational leadership is a leader
who has the power to change. Further Transformational leaders will give flexibility to employees
to improve their performance by providing motivation, having the drive to think outside the box,
and looking for breakthroughs for organizational development. The ability of a transformational
leader to inspire his or her followers to keep learning can drive organizations to produce, exploit,
update, and use the information to develop the necessary competencies for an energetic
organizational learning process. Barney (2001); Correa (2007), transformational leaders can
encourage innovation by encouraging learning. The following is the proposed hypothesis based
on this description|

HI1: Transformational Leadership has a positive impact on energizing the organizational
learning process.

2.4. Effect of Energizing Organizational Learning Process and Organizational
Performance
Organizational learning 1s a multidimensional procedure involving acquiring new abilities
and modifying behavior (Migdadi, 2019; Altina et al . 2016). This process involves changing
individual and organizational behavior (Murray and Donegan, 2003). The purpose of energized
organizational learning is to form organizational routines inherent in organizational life,
including initiating leaming processes, involvement of members to interact actively, and building
a voluntary concept to exchange knowledge i a positive manner oriented towards improving
organization:
erlavay et al. (2016) research hasizes testing ¢ 1onal perfe 1mp nt
models seen from their influence on an organizational learning culture. According to his
findings, increasing organizational learning can enhance performance. Therefore, organizations
must emphasize the importance of a learning culture and interpret it in the context of increasing
knowledge. According to Huber (1991) and Garvin (1992), companies with a strong leaming
culture will produce, acquire, and communicate knowledge and alter behavior to reflect new
knowledge and insights (1993). Based on this description, the hypotheses proposed in this study
are as follows
H 2: Energizing organizational learning will be positively related to Organizational Performance

2.5. Transfq tional Leadership and D

ability to affect positive change by expressing a motivating vision and energizing goals that
improve staff performance. This sort of leadership can motivate and transform employees to
better their performance.

Bass (1985) argues that transformational leadership is a leadership style that builds a
shared vision to inspire followers and fulfill organizational goals. Leaders with transformational
characteristics will foster loyalty and confidence among followers and motivate subordinates to
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carry out activities in creative ways. Transformational leaders are often good communicators
who try to engage individual self-concepts in the organization's best interests (Jung et al., 2003).
Leaders who exhibit transformational behavior promote creativity by providing a
psychologically safe environment in which new ideas are valued.

Transformational leaders can support and inspire the actions required for dynamic talents.
The term dynamic refers to an ability to deal with ever-changing environments. When
technological change is rapid and predicting future competition conditions is challenging.
adaptive responses are required.

Meanwhile. according to Teece et al. (2007). the term capability highlights the "critical
management rules that prioritize the ability to compete and adapt uniquely to achieve the
expected goals and appropriately reconfipure the organization's internal and external skills.
resources. and functional competencies to adapt to changing environmental requirements "

Teece et al. (1997) were the first to introduce the concept of dynamic capacities, which
states that RBV (Resources Based View) cannot explain how a company successfully
demonstrates responsive, fast, and flexible product innovation redistributing internal and external
competencies. Constraints of RBV Theory can be resolved with clear perspectives of dynamic
capabilities. The dynamic capabilities approach emphasizes exploiting internal and external
competencies to respond to a changing environment. This capability enables the company to
achieve still and sustain a competitive advantage when the business environment changes.

Due to fast changes in the environment and organizational needs. the notion of dynamic
capacities has evolved. Hence. the company should identify opportunities, make investments to
capture those possibilities, rearrange the resource base, and adapt to changes in a dynamic
environment. (Teece, 2007). According to Wu (2010), these dynamic capabilities are a crtical
source of long-term competitive advantage |

Leaders can drive employees beyvond personal interests through transformational
leadership. According to Duan et al. (2017), transformational leadership accentuates the
prominence of the leader-follower relationship. When an organization 1s faced with a volatile and
changing market, having an insufficient supply of resources and procedures 1s insufficient to
maintain a competitive advantage (Yasin et al. 2014). Transformational leadership waill
encourage all subordinates to face every challenge by building motivation and inspiring
employees to achieve organizational goals

The research results by Nyachanchu et al. (2017) using sensing and seizing capability
indicators show that transformational leadership 1s significantly related to dynamic capabilities
that ultimately affect company performance. The following is the proposed hypothesis based on
this description:

H 3: The better the transformational leadership. the better the dynamic ability.

2. yna Organi g P
| any's depende: d (Aml
al.. 2009). As a result, observing it is fough, and replicating it for other businesses 1s even more
challenging According to Barreto (2010). dynamic capabilities enable organizations to actively
observe the environment and use information effectively for internal improvement to affect
organizational performance.

Teece (2007) divided DCs into three dimensions or capabilities: "(1) Sense, and shape threats
and opportunities (Sense), (2) seize opportunities (Seize). and (3) manage threats and
reconfiguration (MTR)". Sensing is the first step in developing dynamic capabilities, and it
comprises sensitive firms assessing their surroundings to identify new potential markets. To do
s0, corporations must continually analyze the impact of environmental changes on consumer
demands and audit their product portfolios to meet customer expectations. (Pavlou & Sawy.
2011). Seizing 1s the second step. Companies must be able to make the necessary investments to
modify their present habits. As a result. to manage new product releases. businesses must have
systems 1n place for determning change-oniented decisions (Teece. 2007). Finally,
reconfigurability necessitates efficiency in implementing modifications that drive new product
development. allowing all existing processes to connect with new ones seamlessly—the greater
the company's dynamic ability. the better the organizational learning process. Companies are
becoming exposed to changes in the outside world, necessitating acquiring skills to stay up with
these changes.

Organizational learning is an organization's ability to assimilate information and change
its behavior to reflect new cognitive habits. (Gomez et al . 2005). Because learning is required to
uncover new skills and gain a competitive advantage, organizational learning procedures must be
continually adjusted and developed. According to Hitt et al. (2007). sustainable competitive
advantage is obtained when resources are scarce, difficult to imitate, and not substituted

The abihity to transfer information to all business members through orgamizational
learning 1s one of the talents that might fulfill the requirements listed above. Employees with a
high level of knowledge provide a competitive advantage by assisting orgamzations in achieving
superior results. Some academics relate leamning as a component of creative efficiency to the
efficiency of sustained competitive learning. (Birdthistle & Fleming. 2005; Dodgson, 1993).

Gomez et al. (2005) stated that organizations encourage employees of all levels to foster
learning and help employees develop their skills. Further, Chiva et al. (2007) claimed that
assessing practical organizational learning skills should include five dimensions: risk-taking.
participative decision, engagement with the external environment. and collaborative action.
Gomez et al. (2005) also proposed four criteria for assessing organizational learing ability:
commitment, management system, and culture. Researchers generally believe open and honest
communication is critical to enhancing organizational learning capacities. Additionally. personal
and social ties among organizational members are required (Theresa et al., 2013). Finally, Teece
(2007) argued that qualities such as enpagement. a systems perspective, and participatory
decision-making are critical for innovativeness and creating new goods. Based on this
description, the proposed hypothesis is as follows:|
H 4: The more dynamic capabilities increase. the better the energized organizational learning
process will be.

3. Research Method
3.1. Sample and data collection.

The method used in this study 1s a research survey. The research location was determined
with the three considerations. First. the Embroidery Industry MSME Sector is one of the leading
MSMEs in eastern Priangan. Second, the embroidery industrty MSMEs are MSMEs that have
been computerized and use technology in their work, and the third MSME embroidery has a
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population of 280 MSMEs. The data used in primary data consists of transformational
leadership, energizing organizational learning, teamwork efficacy. and orgamizational
performance. We collected the sample from February to August 2020. The data were
investigated using AMOS SEM software to test the empirical model.

3.2. Research Instruments

Most variables were drawn from prior studies and assessed using multiple-item
questionnaires. For consistency in measuring the variables, a seven-point Likert-type scale was
utilized. All items are graded on a five-point Likert scale that ranges from strongly disagree to
strongly agree.

Transformational leadership. This research employed a measurement extracted from

greater aims than self-interest. The transformational leadership has reported [)¢: - 0.150;
RMSEA- 0.066 GFI: 0.991 AGFT- 0.955 CFI: 0997 TLI: 0.991 NFI- 0.994) to validate the scale
and its one-dimensional verification, indicating high validity and reliability.

This research introduces a movel construct of energizing the organizational learning
process as a variable that analyzes an organizational habit inherent in organizational life.
including initiating learning processes oriented towards organizational goals. actively mvolving
members, and building volunteenism for positive knov 1 1x%-1
scale (1 "Strongly disagree” 7 "Strongly agree").

Probability: 0.196; RMSEA: 0.057 GFI: 0.995 AGFI: 0.968 CFI: 0.998 TLI: 0.995 NFI: 0.956)
and demonstrates one dimension, validity, and reliability

Dynamic capability 1s defined as a variable that analyzes the ability of organizations to
create. reshape. and assimilate knowledge and skills to remain strong in a competitive

AGEFI: 0.956 CFI: 0.998 TLI: 0.993 NFI: 0.996) mndicates one-dimensional and high and reliable
validity.|

Kast and Rosenweig (1972) presented 4-variables to measure organizational
performance (Kast and Rosenweig, 1972). Recent research has compared performance to
significant competitors (Garca-Morales et al., 2012) and has used subjective data on performance
2,760: p 0.252;: RMSEA: 0.043; GFI: 0.993: AGFI: 0.965: CFI: 0.999: TLI: 0.996; NFI: 0.994)
demonstrating one-dimensional and high reliability| Size: Companies are classified by the
number of people employed: SMEs (small and medium enterprises, < 250 employees). The
sector 1s analyzed based on transformational leadership in the embroidery industry sector.

4. Data Analysis and Research Findings
4.1. Data Analysis

To determine the measurement and structural model linkages, the amplitude of the
regression, and the Goodness of model fit, the data were analyzed using Covariance Based SEM
with AMOS 22.0 (Arbuckle, 2016). The Sobel test was used to determine if the factors had a

meodel also displays a good level of fit index (GFI = 0.9 36; AGFI: 0908 CFI: 0.989 TLI: NFI
0986: 0,962; RMSEA = 0.043 (Hair et al.. 2010).

As a result, the goodness model fit 1s achieved. The predicted pathway 1s based on the
regression coefficient (H1 = 0. 33: H2 = 0.85: H3 = 0. 76 and H4 = 0, 38) with a critical ratio or
t-value > 2.0 (Hair et al., 2010) indicates that all of the model's hypotheses have been accepted
(Table 2).

G Squars: 101,148 Procas
cF!

GFI: 96 AGET, 908

Figure 1. Full structural equation model

Table 2. The result of the regression test

Hypothesis Standardized | critical | p-value | Result
estimate ratio

HI1: TL 3-EOL 0.532 6.393 0.000* | Supported
H2: EOL =2-OP 0.846 12,015 | 0.000* | Supported
H3:TL €->DC 0.736 7.557 0.000* | Supported
H4: DC >-EOL 0.380 4.899 0.000* | Supported
H5: EOL mediates | Z— Value=3.925 Supported
TL t0o OP

* = significance level of 1%, ** = significance level of 3%

Using the Sobel Test, we examined the mediation role of energizing organization
learning in the correlation between transformational leadership and organizational performance.
The output resulted in the Z = 3925, which 1s above the cut of value 1s 1.96, which shows the
mediating effect of the tested variables (Ferdinand, 2014) |

5. Research Contribution and Direction for Future Research
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Abstract
This paper examines the—nfluence ofenersizing the ersanizations

impm—mehow cncr,c_1zm,ﬂ_ the orgamzatmnal leammg POCEsS IMproves mbrmdcry SMES

Equation Madal} o examine analyze the relauonship bett\-eem ariables. To achieve the objectives
of this study, a survey method was used for 205 SMEs consisting of owners, managers, and-ewaess
as-wellasnd managers from a populanon of 280 embrmdeq. SMES in Ta51kmalaya Regencv and
Clty West Java-—Therase 2

Th1s smdy proposes a conceptual pa.radlgm to

energize orgamzatwnal lcmung processcs to improve the performance of embroidery SMEs in a

The findings show that the enerpizing organizational learning process positively affects

embroidery busiesserzantzational performance. The authors also discovered that an energizing
erganizational corporate learning process moderates the relation between transformative
leadership and organizational performance. This research only uses one type of leadership. It is
possible o use several other types of leadership to be tested in an empirical model. Additionally,
more sample variety should be considered in terms of cross-cultural comparative studies. This
study addresses gaps in the literature and practice of transformational leadership, examining the
interaction  between energizing orgemizational leamning processes and the efficacy
of SMEs teamwork.

Keywords: Human capital theory, Energizing the Organizational Learning, Transformational

Leadership, embroideryberdis, SME"sSMEs.
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Eeeh&elew&d—th&dwm&s—eﬁmmaﬁeﬂ the fise of the \xforldmde ECONOMY, the ramd rate of
technology, and the dynamics of innovation (Fharman-stab 2040 have led to a strategic view

that organizations need to undertake infernal transformation processes (Skare and Soriano 2021)
(Beh-and-Shafigne 2016a-srder to improve organizational competitiveness and performances.
Micro, small, and medium-sized enterprises (MSMEs) are crucial in iapreviag—enhancing
economic growth in developing nations by creating new jobs, stlmulanng sustainable innovation,

and reducing income mequahty.| According to Boukamcha (2019), MSMEs are essential for

promoting economic, political, financial, and social growth and lowering poverty levels in
emerging countries.

Transformational leadership is one of the most critical success elements in boosting
organizational performance (Alrowwad et al, 2020; Alrowwad et al. 2016; Khan et al,
2018). Further, Koffman and Senge (1993) argue that transformational leadership can affect
organizational performance by creating a competitive advantage through innovation and
knowledge stimulation. According to transformational leaders, employee visions and objectives
should align with their companies' wsiens-ideas and ebjeetivesgoals, fostering intrinsic motivation

among employees and encouraging them to participate in creative work procedures. |A
transformational leader, in pam'wlar fesules—mueates 2 mutua]ly heneﬁcial interaction between

create change and think mnnvaﬂvely. Because MSMEs have more superficial oversight and
bureaucracy, it quickly sets goals and introduces new ways to facilitate innovative action.
However, prior research on the effect of transformational leadership on organizational
performance yielded insignificant results (Jepathan Muterera and Gareis Rivers 2045 Alsayyed
et al 2020Ra‘ed Masadeh 2016; Akdere and Egan, 2020). Timethy, 2041 This inconsistent
finding 15 interesting to be studied further by raising the research problem of what processes should
be developed to facilitate transformational leadership is-esderto-be-ableto improve organizational
performance. This study aims to solve this gap by adopting the human capital theory. The human
capital theory assumes that humans are physical assets or capital goods such as machinery and
equipment. Human capital is the complete quantity of expertise, capabilities, knowledge, abilities,
and creativity. Further, Eitzeas 00003Gmzina ef al (2021) described human capital as a

combination of job properties (ie., knowledge, expertise, abilities, and skills) and savvy

employees (intellectual and intelligence),

This definition has attracted the interest of researchers to propose the concept of energizing
the organizational learning process (EQLp) in mediating the role of transformational leadership to
improve organizational performance. Therefore, a conceptual model was developed to bridge the
research gap of transformational leadership, dynamic capabilify, energizing ersanizatiesal
organization learning process (EQLp), and organizational performance. On a practical level, the
results of the 2018 survey report that two main obstacles to the growth of MSMEs in Indonesta
are finance and marketing aspects (Asia Pacific Foundation of Canada, 2018). Hindasah (2020)
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examinas MEME: in Indonesia as the main drver of sconomic growth through organizational
learnme. This concluzion i= m lme with research conducted by Chuan-Peag et 2l (2017) that
organizational learning and kmowledze manapement imovation effectively affect NMEMEsS'
technological capabilities. This study selscted embroidery SME: in Indonesia by testng this P

rezzarch sbmreenh:.nsﬁmmamnalluders and I arformance with “"u
organizational leamme s mediation m varous research contaxts. The purposa of imtiating novalty
obtamad from imteraction theory and orgamizati learnme 2z the t » 1z to build

mtellectual str as aresult of the systematic acquinbion of kmowledze by 1zations. oo that
it becomes the basiz for crsamzations to develop thewr mmovabions with the followms . .---"7

roduce imnovations to find bre to increaze competitiveness, therefore, this can be a
driving fores to improve work inmovative (Wuolandari ef al., 2'3]3}. Second, in the concept of
izational learning, if the leamme v
so that they can work better than before (Gama et al. 2019, Bijfrk ot al, 2010). Third, EQLp has
alwavs been an actualization process that provides space to create various mnovations n busimess

& Crzrnen, 2021; Lan et al, 2019; Bjark et al, 2010). Fi 2.1 presents the synthesis

and caition to aim the noval idea in this = further:

Indiidual Interaction Crveeral 5-0

¥ Capakbility Drientation
. Relational Interaction Etnical Interaction

Capability Capability

Gambar 2.1
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Sintesa Konzep Energizing Organizaional Learning processes -

Intaraction theory 1= an approach nsed in soctal knowledze buwildmg. This theory 15 ----=------
derrved from sociology throush the concept of sroup communication [nteraction theory is
meonzistent with two ofher methods of social cosmihion (called the theory of thnking (TT) and
simulation theory (8T). TT and ST are a way to understand other people by using mindreading or
mentalizme which 15 3 process that relies on theoretical conclusions from both a psvehologzical
and simmlation perspective. In contrast the mteraction thaory of mind iz understood primanly
throush mitsractive relationships. This theory drew on mferdisciplnary studies and evolved n
developmental psvchology.
Empowered interaction capability 15 exceptional talant leaders need to handls complex
sifuations and reguires misllectnal cognition gtal. 2017). The process of orzamzational
empowenment involves pariners forming profitable and actualized experiences. Karpan's research
ests desigm prmeiples that conc link customer experience by bwldms muohually
beneficial izati ilities between individual abilities et al 2017). This
inferaction can be dev in the context of knowledze shannz to encourase mmovations.

..............................................................................

The human capital 13 3 thought which aszimas that humans are a form of caprtal or eaprtal =-. """
goods like other capital zoods. such as land, buildmzs, and machmery Human capital can be '
defmed as fhe total amount of knowledze, sklls, and mtsllizence of the paople of 2 conntry. This
theory 15 conreptualized with three developments: first- an individual aspect of human capital is

the ability, knowledze, and skills that exist in humans. Second: human capital as kmowledze and
halls can be obtamed throuzh vanous edueational actrvities such a3 sehools. courses, and framme:

third: human camtal is the prmary source of econcmic productivity and investment i humans to

TesOTess 15 ssen 38 a priceless asset According fo this perspective. investing m human capital will
EIve an orgamization a competitive edse and ensure ifs sustamability in a complicated busmess
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previous two decades (Bass, 1983). Transformational leadership 1= 2 leader’s capacity to mspire
positive changes and encourage emplovess to perform beyond their expectations.

Accordmg to Fareed and Su (2022). francformational lsaders can motivate followers to
mobilize and explore their capabibiies proactivelvAstorakizof e s

o Lot = s e _..:.."..:" tcl a[:hie‘l,‘e
orgamzational goals. The distinction between transformational and transactional leadership
models and their mpact on organizational success has piqued scholars' interest (Parashakii et al,

2018; Kagk et 2l., 2018: Kiss and Branar 3011). Thue, according to Colovie (2027), Wast etal
{20021 |eadarship iz the most critical factor impacting competitve advantage m zmall enterprizes. |

.......................................................................... o

[The transformational leadership style encourages mdividuals to have a far-sighted vision and
mizzion through mnovative behavior, ultomately mproving mdmidual and erzamizatonal
performance (Wampum et al, 2020). Furthar, Abpshainab's (2016) research on Saudi Arzbian
hospitals diseoversd a sigmificant link between transformative leadership and staff performance.
Han et al. (2020) desagrerad found that transformatve leadership sipmificantly mpacts employes
performance m China,

Tl Energizing Organizational Learning Process

The premiza of orzamzational leammg 15 that if it 15 completed m groups, 1t 1= almost
mevitable that the learning will be gaared toward small groups in 2 higher-level organization.
Further, orzamzational leaming can be attamned by implementing the following strategies: 1)
Learmg mteractions (L1 and Jeons 2030 Tesuns Tonzand-SeancheeChoa 20023 2] Sharmg
interactions (Zhao and Detlor, 2021). Meerdarhaven & Harmaa J000): 3) Mutual mteractions
batwean masbors-af the preupproup members (Wala Lehmann-Willenbrockl, 2018).

g g

bullding unique competencies (Buhagiar and Anand. 2021). Bemer 0001 Addibonally,
according to Besties-lobal and Ahmad (202102), knowledge, ckill and attitude are obtamed
through orzanizational learning, which can provide a strength to work more efficiantly,

15 a company-specific process such a3 1) Produces 2 learning process that 1z maore focused on
company development: 2) Obtaming recognition from outaide parties; 3) The laarnmg process 15
the foundation for the companys growth.

Tha sasence of argamzational lsaarmnmy 1= leaming-onisnted towards orgamizational zoals;
Interaction n a group cannet ron without encouragement because the strength 1= learimg together.
The idea of an ensrgizimg organizational leaming concapt that can become a bridge in an enabling
process 15 an sszential consderation with an enerzizing orgamizational character, such as the
knowledge skill attimde that iz wmique to the company to enlarge s environment. These
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considerations consist of 1) Enerzizing organizational learming 15 a learnmg process i lsadership
50 that the ability to work together 15 vital in 2 leamming process; 1) Enersizmg orgamizational
learnmg at the lowast level 12 directed at creatmg a process for mdrviduals to develop the company;
1) Bacauze mdividual enablmg that 15 done m energizing organizational leamimg 1= typical of the
company, the imteraction in a group 15 direeted at the leammg procazs that 1= unigqua to the company
(Box. 2019).-

Organizational leammg iz a tool for mmproving the performance of 2 company. Ensrzizms
the orzanizational learnmz process plays a vital role in an orgamization becanse it abways existz m
2 structure primanly determimed by it leader's characteristies. A transformational leader 1= 2
leader who can provide space accordmg to the characfensties of a transformational leader.
Therefors, energizing the organizational leammz process will be very important in encourazmg
learning process that leads to mnovation (Patky. 20208 asmey 2000 Correa_200T), Orzanizational
leammg  canmot mean amything if 1t 1= mot assomiated with  orgamizational

pestormaneperformance a2 Banaic of 3l (2019) Bestis 00N revaalad that the effactivenass of
human respurces largely determines orgamzationzl performance. Therefors it is logical to
energiza organizational learning by creating adequate human resources becausa it 13 a strategic
Inztrument fo mmprove perfmmamej

Tl Effect of Tranzformationsl Leadership and Energizing Organizational
Learning process

orpanization’s objectives. Davis (2001) Seaver {0021 dofines transformational leadership as 2

leadarship style m which one or more people are mvolved with others to motwate their
subordmates to have higher mortality. This leadership style occurs when a leader gives trust to
sgbardmater ansneiates o puprove their performance. In its development, orgamzations will
contmue to laam to achieve their zoals; Senge (1990) calls it orpamizational laarming, a type of
activity where an orgamization leams. S=aze Brix (20191559 et al. define orzanizational leammg
23 2 never-ending procass to develop their capacity, have a broad mmdsat; and leam endlazsly to
sge thimgs togethar, built on exparienca so that if there 12 2 changa outside the orzanization, existmz
human resources can adapt quickly.

Bazed on these charactensties, the leaming procsss of an energized orzamzation will be
determmad mainly by the ehemetenshesfactors of itz leadar. Transformational leadership 15 2
leader who has the power to change. Further Transformational leaders will grve fleability to
employees to improve thair performance by providing motivation, having the drive to think outzids
the box, and looking for breakfhroughs for ergamzational development The ability of 2
tranzformational leadars to mepirs kiz-sarkatherr followers to keep learning can drive orzanizations
to produce, exploit, update, and ves the mformation to develop the neceszary competencies for an
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energetic orgamzational learnmg process (Buhasiar and Anand, 2021). —Bamey C000: Comaa
2000 Taansformational leaders can encourage mmovahon by encowragmg learming. The
following is the proposed hypothesis based on this deseription]

HI: Transformational Leadership has a positive impact on energizing the orgamizational
learming process.

hls, Effect of Enersizing Orzanizational Learning Procesz and Organizational

Performance

Orgamizational leaming 15 a multidimensional procedure mvolving acquring new abilites and
medifyme behavior (\jzdadi, 2019; Alting et al, 2016). This process isvelveschanzesehanzime
mdrvidual and organizational behavior (Murray and Donegan, 2003). The purpese of energized
organizational leaming iz to form organizational routines mherent i organizational hfe, meludmg
mitiating learming processes, mvolvement of members to mteract actively; and buildmg a voluntary
concept to exchange knowledze in a positive manner oriented towards improving orgamizational

modals seen from their mfluencs on an crganizational leaming culture. According to his findmzs,
mereasing organizational leammg can enhance performance. Therefore, orgamizations must
emphazize the mportance of a learnng colture and mtsrpret it in the context of increasmg
knowledge. According to Chanani and Wibowo (2019). Huber {18011 and Con-m {1000
companies with a strong leammg culture wallproduce, acquire, and communicate knowladge and
alter behavier to reflect new knowledge and maight=—1%93} Based on thiz deseripfion, the
lypotheses proposad m this study are as follcm's:[

H 1: Enargizing organizational laaming will be positrvely related to Organizational Performance

L6, Transormational Lead:

Tl Transformational Leaderzhip and Dynamic Capability

defined by a leader's ability to affact positive change by expressing 2 motvating vision and
enerpizing goals that improve staff performancs. This sort of leadership can motvate and
transform emplovass to better their performance.

Bazs (1985) argues that transformational leadership is a leaderzhip styls that buildz a shared
vislon to mepire followers and fulfill orgamzational goals. Leaders with transformational
characteristics will foster lovalty and confidence among followers and motivate subordinates to
carry out activities m ereative ways. Transformational leadars are often zood commumeators who
try to engage mdwidual salf-concepts m the orgamizations best mierests (Mouazen dan
Hemninder-Lara 2027} Fespatal 20080 T saders who exhibit transformational behavior promots
creativity by providmg a peychologically safe environment m which new ideas are valusd.

|
|
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Transformational leaders can support and mepire the actons required for dynamic talants.
The term dynamic referz to an abilify to deal with ever-changmg emvironments. When
technological change 1z rapid and predicting fiture competition conditions 15 challensmg, adaptive
Tesponses ars required.

Meanwhils, according fo Teace (2018), Teepo ot al 20071 thae term capability highlights
the ~"critical management rules that prionitize the ability to compete and adapt uniquely to zchieve
the expected zoals and appropriately reconfigura the organization's infernal and external zklls,
rezourees, and functional competancies to adapt to changing environmental requiraments =

Teece (2018) Teeee ot al {1907 werags tha first to mfroduce the concept of dynamic
capacities, which states that BV (Resources Bazed View) camnnot explain how 2 company
suecassfully demonstrates responsive, fast, and fleable product mmovaton by redistnbutmg
internal and extarnal competenciaz, Comstramts of REV Theory can be resolved with claar
perspectives of dynamic capabilihes. The dynamic capabilihes approach smphasizes explotmg
internal and axternal competencies to respond fo a changing environment. This capability enzbles
the company to achieve =till and sustain a competitive advantage when the business environment
changes,

Due to fast changes m the environment and orgamizational needs, the notion of dynamic
capacitias has evolved. Hence, the company should identify opporfunities, make investments to
capture thosa possibilities, rearrange the resource base, and adapt to changes in a dynamic

environment (-Schoemaker, J018). Tacea 2007} According to Sabahi and Pagast 0030) W —

00 thesa dynamic capabilities are z—emtieel cenres efontical to long-term competitive

Leadars can drive employees bevond personal interests through transformational leadership.
According to Duan et al. (2017), transformational leadership accentuates the prommance of the
leader-follower relationship. When an organization ss—$eedsithface: a volatile and chanzmg
market, having an meufficient supply of resources and procadures is mseffisiest- madequats to
maintain 2 competitive advantaze (Vasin et al, 2014). Transformational leadership will encourage
all subordinates to face evary challanga by building motivation and mspining emplovass to zchiave
organizational goals

Tha ressarch results by Nyachanchy et al. (2017) using sensmg and zeizmg capability
indicators show that transformational leadership is significantly related to dynamic capabilities
that ultimately affect company performance. The following 15 the propesed hypothesis based on
thiz deseription:

H 3: The hetter the transformational leadership, the hetter the dvnzmic ability.

1.

bl %) The Effect of Dynamic Capability on Energizing Organizational Learning
Proces:
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| The company*s dynamic capabilities are path-dependent and mtegrated (Lazksonen and
Peltomien, 2018). Ambrosmotal J00 Aq 3 result, ohserving it 1= tough, and replicating it for

other busimaazes 15 even more challenzing. Accordinz to Sfehn ef al. (2020), Bameta Q0HR.

dynamue capabilities anabls organizations to actively observe the environment znd use mformation
effectrvely for mtemal improvement to affect organizational performance.
Teace (2007) divided DCz mto three dimensions or capabilihes: ~"(1) Sensa, and shapa threats and
opportunities (Sensa), (1) seiza opportuntties (Seize), and (3) manape threats and reconfipuration
(MTR)~". Senzing iz the first stap in developing dynamic capabilities, and it compnises sensitive
fims zszeszing their surroundmgs to identify new potential markets. To do o, corporations must
contmually analvzs the impact of environmental changes on consumer demands and audit thair
product portfolios to mest customer expectahions—{PavlendSawn—I0H. Seizme is the sacond
step:- cCompanies must be able to make the neceszary mvestments to modify therr present habits.
Asaresult, to manage new product releases, busimeszes must have systems in place for determinimg
change-onented dectzions (Teeee 2007 Finally, reconfisurability necessitates efficiency m
implementing modifications that drve new product development, allowing all eastme processes
to connect with naw ones seamlessly—the greater the company”s dynamie zbility, the better the
organizational leaming process, Companies are becommg expozed to changes in the outzide world,
neceszitating acquirmg skills to stay up with these changes.

Organizational leaming 12 an organization-s abulity to assimilate mformetion and change

its behavior to reflect new cogmitive hahits. (Evenseth et al. 200)Gomezet-al 21005). Becauze
leamnmg 15 requred to weover new skills and gam 2 competiive advantage, mganiz.lﬁﬂnal

learnmg proceduras must be contimually adjusted and developed. According to Eockwell ! Hit ot
al{201507) - sustainable competitive advantage 15 obtamed when resources are searce, diffieult
to imrtate, and not substitutad.

The ability to transfar information to all busmess mambers through orgamizational learmimg
1s one of the talents that might fulfill tha raquirements listed above Emplovees with a high level
of knowledze provide a competitive advantaze by assisting orgamizations m achieving superior
results. Some academics relate Ieammg za mmpcm&ui ufr_reahme &'E:'II:IEI].C} to the eﬁmmy of
sustamed competitrve learnme. (Al 2021 Birdilusila -

Gomez et al. (2003) stated that argamxa’ul:m_ﬂ. encourage Empln}ees ufa]l |E‘l-E|.5 to foster
learnmg and help emplovess develop their skills. Further, Chanam and Wibowo (2019) Chsvaot
a0 clammed that asssssme practical orgamizational learnmg shlls should meluds five
dimensions: nzk-taking, participative decizion, engagement with the extemal environment, and
collaborative action. Gomes et al (2003) also proposed four critenia for assessing orgamzational
learming ability: commitment, management system, and culturs. Ressarchers ganerally beliave
open and homest commmmication 1= critical fo enhanemg orgamzational leamng capacities.
Additionally, persenal and soeial ties ameng organizational members are required (Therasa et al |
2013). Finally, Teece (2007) arzued that qualities such as engagement, a systems parspective, and
participatory decision-making are critical for imnovativeness and creating new goods. Bazed on
this description, the proposed hypothesis is as follows{
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H4: The more dynamic capahilifiss increase, the better the energized orgamizational learming
procazs will ba,

3. Research Method
3.1, Sample and data collection.

The method nsed m this study 1= 2 ressarch survev. The rezsarch location was determumed
with tha three considerations. First, the Embroadery Industry MSME Sector iz one of the leadmg
MSME:= in saztern Prianzan Second, the embrordery mdustry M3MEs ars MEMEs that have been
computerized and uza technology in their work, and the third MSME embroidery has 2 team of
work teams that work on group work. The sampls zize was proportional and reflective of the

grtment mformation gathered durins data collection. The need for an appropriate sampls size (for
metance, 5-20 rezpondents per paramater sshmate) could mpact the adophion of SEM (Hair, 20107
Due to the 14 vanables uhlized m CFA and SEM, 2 mummum sample size of 70 participants was
needed for this mvesheation. A total of 205 MSME OWNET: Were selecl:ed aud h;ne mat the dafa @ ASUS

Please 2ont use Showin's Formula, but use =air et al
{2019}

a.dE acy IEg'I.'I.'IIEI‘.'I‘.'I.EI‘.'I. Py Proper o RRr - Bat

nil fram o pepulation of 190 MEME: T]:e datausedmpnma.n data:nnsmt:
of msfn}rmauonal ]eadmhlp, energizing orean.matmnal loarming, teamwork efficacy, and
organizational performance. We collected the sampls from February to August 2020. The data
were Investigated namz AMOSE BEM software to tast the empirical model.

3.2, Rezearch Instruments
3.3, Research Instroments

Most vanables were drawm from prior studiss and assessed using mmltiple-itam
questionnaires. For consistency m measurng tha vaniables, a seven-pomt Likert-type scale was
utilized. All ttems ars graded on a five-point Likert scale that ranges from strongly dizagres to

stronzly.

Transformational leadership. This research emploved 2 measurament sxiracted from
Avolio and Bass (1953). This varible examines leadars fhat inspive fllowers fo mork foward. P Al O
sxeater-more siznificant aime than self-nferest. This ressarch infroduces a novel construct of Formatted: Font cdor: Teet 1
energizing the orgamizational leaming process as z vanable that analvzes an orgamizational habit
mbherent m orgamzational lfe, meluding mitiating leaming procssses cneated towards
orgamzational goals, actrvely mwolving members, and buildmg volunteensm for positive
knowladze exchange. Wa dezigned a six-item scale (1 =" Stromgly dizagraa=" 7 =" Strongly agres="].
Dvnamic capzbility 1z defmed as a variable that analyzes the ability of erzamizations to creats,
razhape, and aszammilate kmowledze and skills to remam strong in a competitive environmant that
15 el constantly changmg rapidly =0 that they can changza their 2bility to cope with 2 dynamie
evironment. Kast and Bosenwere (1972) presented 4-vanables to measure orgamzational
performance (Kast and Bpsepweiz, 1972). Fecent research has compared performance to




sipnificant competitors ((area-Morales et al., 2012) and has used subjective data on performance
when cormrelated with objectrve data, as m our study (Warn-Rojas et al, 2011). Size: Companies
are classified by the number of people employed: SMEs (zmall and medium enterpnizas, < 150
emplovess). The zactor 1z analyzed based on trameformational leadership in the embroidery

The results of feasibility CFA test modals of transformational leadership, ensrmizmg .
organizational leamimg process, dynamic capability, and organizational performance canbesean '
intable 1. o

Gosdmarlle . m Frere e L
Goodness of Fit "0 o8  Trmaformational e Dynamic  Oremmizational Comclsion /) 0 ¢
Tndaks ViR ) iy el Derfmene o

Leaming process w R

0.991 AGFL 0,955 CFI: 0.997 TLI: 0.991 NFL: 0.994) to validate the scale and its one-dimensional
vertfication, indicatmg high validity and rehiability.

Table 3, The Goodness of Fit Criteria

Criteria Cut-off vaiue “Remit TDescoption N
Chi-square Eypected small Fi] Fit
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This research miroduces a novel construct of energizing the orgamzational learming process
a: a varizble that analyzes an orgamzational habit mbersnt in organizational life, meluding
initiating learming procezses oriented towards organizational goals, actively mvolving membars,
and building voluntserizm for positive kmowledze exchange. We desizned a six-item scals (1
0.196; EMSEA: 0.037 GFL: 0995 AGFL: 0968 CFI: 0993 TLL: 0.995 NFI: (.996) and
demonstrates one dimension, validity, and reliability.|

Table 3. The Goodness of Fit Criteria
isiEn Cuoffvale el ‘Descripion

..........

Dynanue capablity 12 defined as a vanable that analyzes the ahility of crgamzations to
create, reshape, and assimmilate knowledze and skalls to rematn strong 1 3 compatitiva environmant
that 15 alwavs changing rapidly so that thay can change their ahility to cope with a dynamic

................................................................

Table J. The Goodness of Fit Criteria
B2 Cooffvale — Reskt ‘Description
Chi-zquare Egpected small 124 Fit
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Kast and Egzenyeiz (1972) prezanted 4-varizbles to measurs orzanizational performance
(Kast and Rosenwelz, 1971). Eecent ressarch has compared performance to sizmificant
competitors ((zarea-Morales et al, 2012) and has used subjective datz on performance when

demonstrating one-dimensional and hizh relizhility | Size: Companiss are classified by the numbar
of people emploved: SMEs (small and medium entarprizes, = 230 emplovess). The sactor 15
analyzed bazed on transformational leadarzhip in the embrordery mdustry sactor.

(Criteria Cut-pff value Remlt Description
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4, Data Analyziz and Research Findings
4.1, Data Analysiz

To determine the measurement and structural modsl linkages, the amplitude of the
ragrezsion, and the (oodnesz of model fit, the data wers analvzed vsing Covariance Bazad 3EM
with AMOS 220 (Arbuckle, 2018). The 3obel test was usad fo determime if the factors had 2
medizting mpact (Hayes, 2013). Addionally, Table [ shows the construct reliability and average
varianes extracted analysis for each dimension.

Bazed on the construct indicator”s loading factor, sach variable has a eut-off valus of 0.30,
mdicating that the loadmg factor's size approprately represents the genersted vanable. Hair
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(2010} propeses two critana for determining reliability: sach measring seale’s estimates should
equal or surpazs 0,60, and ths average variance extracted should equal or excesd 0.30. Further,
The imfraclase comelation coeffictent (ICC)iz 2 desenptive statishic for assessing unit orgamized
mto groups. The [CC scors iz denved using the team's pradicted reliability scores and the mumbar
of respondants who can guarantes that the respondent's data matches the average value given
{Lalieamst, 2019). The cut-off value for the intraclass correlation coefficient 15 .70 (Koo and L1,
2018).). The followmg values were reported: Transformational leadership (0.833); dyname
Capahility (0.789); energizing orgamizational leaming process (0.863), and orzamizational
performance (0.844). All variables are above the cut-off value of 0.70, which 1z above the cut-off
value In other words, the mdividual average score 1= the same as the average group scors as
presented 1 table 1; measurements of comstruct vanables, convergent validity, comstruct
reliabulity, and comelation coefficients betwesn constructs exceeded the recommended cut-off
entarion of 0.30, respectvely.
Tahle 41. Measurement validity and reliability

Variahles & Indicators Source Sl esfi  Comvergent Comstract 100
matz Validity-  reliability
AVE

FExogenous T anables:

.................................................................

....................................................................

4.1, Hypotheziz Tezting
Confirmation Factor Analvais (CFA) was used to examme the structural model. The data
calenlation resulted in a Goodness of Fit test with chi-square statistie zize = 101, 148 and 2
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significance level of 0, 016 or= 0, 03, suggesting that tha modal is acceptable. Further, Structural
model also displays 2 good level of fit index (GFI = 0.9 36; AGFL: (903 CFL: 0.58% TLIL WFI
0586: 0,962; EMSEA = 0,043 {Hawr et al,, 2010).

Az a2 rezult, the poodnes: modal fit 15 achieved. The predicted pathway 1= based on the
tagression coefficient (H1 =0, 33, H2 = .83, H3 =0, 76 and H4 =0, 38) with 2 critical ratio ar t-
value = 2.0 (Harr et 2l 2010) mdicates that all of the modal's hypotheses have been accepted
{Takle 2).
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Figure 1. Full structural equation modal

Tabls 2. The razult of the regreszion test

Hypothesis Standardized crifical pevelue  Remlt

estimate Tatio
HL:TL+EOL 0532 0.000*  Supported
HIEOL3:0P 0846 11015 0000 Suppemed -
HRTL€>DC 073 13357 0000 Suppomed
HEDCSEOL 080 Tdmm U000* " Supported
HS EOL medistes  Z-Vahe=3025 Spponed
TL to OF

* = siznificance level of 1%, ** = significance level of 3%

4. Mediating effect
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The mdwect effact between transformationa] leadership te—ssmanieation

b = S| LPR Allrgyad O
modiated by snarmamaand oranizational performance mediated by anargumzrh orzanizational Formatted: Line spacing: Multigla 1,15
learnmg process has a total effect value of 0983, Maanwhile, the mdirect effect hatween Al
transformational lea.derihip and d'l.'nam.u: Eapabi]il}' o {lrga.ujzaﬁonal perfo:ma_uce mediatad b}, Please with cetaled testing process/steps far testing

the mediatian of the rale of energixing arganization
earning refer to Baron and Kenny {1986

enargizing the organizational leaming process has a total effect value of 0.703. Based on this, the
value of the greatest mfluence 15 the relahonship medizted by the ensrzizing orzanizational

. LPP Allrsyad 01
1 . ar reseatch framewark does not cirectly lnk
psmg the Sobel Test, we examined the mediation role of enerpizing orzanization leammz in bitween the independent varlatle

{transfomatianal leadership) and the

the comelation befween transformational leadership and organizational performamce. The \ dependent varible jorgniationa
output resulted in the Z = 3923, which is above the est-cut-off ef<alwevalue—s (+196), perfarmance] so we cannot use te baronand
which shows the mediating effeetofthe tested varizbles (Fendinand, 2014) '\r“ ) fanny {1585) apprcach n analyzng the
Y miediatian function of EOL
%, Research Contribution and Direction for Future Rezearch ] e Ay o
5.1, Rezearch Contribution 1\ + | Formatted: Font edlor: Tart |
This study discusses how transformational leadership can improve orzamizatiomal tul PP Allrsyad 01

performance from the buman capital theary perspective fo creafe an enerzizing lamimz process in. | Formatted: Fontedor Tan |
an organizztion. The results of hypotheas tastmg will be discussed 2s follows. The results show Y| PR Alirsyad 01

the mportance of transformational leadership m an orgamzation, especially m mproving the s, | Formattod: Font o Tart
enargizing orzamzational leaming process (FQLp). EOLp can be dazertbed as the abilify fo mitiate . LPP Allrsyad U
learnmg procasses toward orzanizational zoals, member mvolvement, and buld vohmteerizm to Formatted: Fant color: Tart |

exchanze knowledze posttivaly. Thiz finding is an operationalization of orzamizational learnmg
(Cangelnz and Dill 1967) and service-dommnant logie (Vargo and [yech 2004), leadme to the
conceptof EQLp, Acceptance of the hypothesis about the effect of transformational leadership can
merease wutual influence amonz feam members and encourage team members fo share
knowledge. Several rasearch studies have found orzamzational learing to meresse-mprove the
associztion between transformational leadership and organizational performance (Careahdomales
etal, 2008).

Given the magmitude of the regreszion coefficint, this study adds knowledzz to mprove
organizational performance. Tomal and Jones defined orzanmizationa] perfonmance a: comparmg
the actual and the plamned output. According to Cho and Dansersau (2010), the companzon
betwaan the goals and the achievements obtamed. Employes mteractions that are change-orented
encowrage emplovass to share therr knowledza with coworkers. Another impact is that smplovees

will be encourazed fo socialize and understind the nead for new knowledze to mprove
orgamzztional performance. Work or leam from the fatlure of other units and make learnmz an

effort to smmeve-enhance orzamzational performance. This study proves that mn the long tenm,
mdrviduals who expenance mereased actrvity dus to misractions with other people can produce
new, more efficient ways of working to mprove their performance (Gerhaz et al, 2013).

Several studies have shown that mierachions with others m the workplace can add
mformation that postively affects mdiidual performance (Baldwin et al, 1997; Crosz &



Cunmmez, 2004; Shah & Jahn, 1953; Sparrome etal,, 2001). On the other hand, inferactions that
cauzs reduced actvity can lead to limited mdividual ability to thmk and act (Fredrickson &
Branizan, 2003) and reduce motivation to wazk (Baumetster et al., 2007), which i tumn can reduce
mdridual persistence (Landy & Becker, 1987). Lower activity ultmately leads to lowar
performance ((erhast et al., 2013).

The prommence of the relationship betwean transformational leadership and dynamic
capability 1z demonstrated m this studv. Transformational leadership 15 sigmificant m creatmg
mnovation n the company. Hance, small busineszes must buld transformative capacities to adjust
their operations to market demands and expectations, such as raising environmental conselousnass

Zahoor and (reread (2021) argued that internal knowledgs integration is erucial for supparting
environmenta] manazement practicss and providmg robust environmental performance. Prior
studies by Albmo et al, 2012 and Dibrell et al, 2011 proved that a core foundation for
transformatrve ability 15 strong dedication and collaboration within 2 compamy”s umts,
Transformational leaders also encourage the growth of reciprocal attriudas among organizational
members, Hence, encourage team members to share knowledge and merease mformation fudity.
Orzamzational leammz processes and dymamic capabibiies requre comfinuous learnmg
throughout the cvela. Farmun Malleoy et al. (2014) stated that eestmueseconstant orgamzational
learnmg ablity 1z the primary kay to improving orgamizational performance. The success of an
orzanization i improving its performance depends on the manazement culture of contimous
learnmg and mnovation to increase company profits. Victor Jeatz Garcla-Marales (2012) states
that organizational leaming affects orzamizational performance positively, sither directly or
indireetly, through orzamzational mnovation, which m the end, organizational mnovation affects
orgamizational performance posiively.

6. Future Research

The current research has filled several critical knowledze gaps i transformational leadership and
orzanizational performance. Futurs research can enmich research fopies in leadarship with other
leadership styles such 2= servant leadership or participatory leadership to contribute to developmg
the body of knowledga. Crozs-cultural comparison 1z one characterishie that distmpwshes
managing a leaming organization can generaliza the research context in fitura research,
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