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ABSTRACT

his study aims to investigate the influence of transformational leadership style (TL) on

organisational performance (OP) depending on both the organisational learning (OL)
and intellectual capital (IC) in the public healthcare sector in the United Arab Emirates
(UAE). To accomplish this, a questionnaire survey was used to gather individual-level
quantitative data from 189 employees within 10 hospitals located in the United Arab
Emirates. The survey data were analysed with the use of structural equation modelling to
test for relationships among the main constructs of the conceptual framework of the study,
and results demonstrated that transformational leadership has a significant positive effect
on organisational performance, and this relationship was moderated by both organisa-
tional learning and intellectual capital. Furthermore, the study demonstrated a significant
positive relationship among organisational learning, intellectual capital and organisational
performance.

Key Words: Transformational leadership; organisational performance; organisational
learning; intellectual capital.

INTRODUCTION
Transformational leadership (TL) can be defined as ‘the style of leadership that heightens
consciousness by the organisation’s members of a collective interest and helps them to
achieveit’ (Garcia-Moralesetal.,2008:189). Transformationalleadership (TL) has beenhailed
as highly effective, producing positive effects for individuals, groups and organisational
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performance (Bass and Avolio, 1994; Bass and Riggio, 2006). This is because TL focuses on
both technological and human relations aspects of organisations (Appelbaum et al., 1998),
on support and development of individual considerations (Arnold and Loughlin, 2010),
and on openness to new ideas (Judge and Bono, 2000; Nana et al., 2010), which will have
a positive influence on a successful organisational change programme. Transformational
leadership, therefore, motivates both individuals and organisations to be aware of how
they are being influenced and in what directions they are being asked to go (Northouse,
2007). The positive effect of transformational leadership on organisational performance
(OP) depends on organisational learning (Coad and Berry, 1998; Joo and Park, 2010).
Therefore, organisations that are quick to learn and apply organisational learning (OL)
more efficiently have the opportunity to gain great rewards in productivity, speed and
profitability (Wellman, 2009). Intellectual capital (IC) is also becoming a valuable asset,
and it can be shaped as an essential source of competitive advantage (Roos and Roos, 1998;
Bontis, 1998). Therefore, management firms should exploit and manage their IC resources
in order to maximise their value creation (Peng, 2011).

Alimo-Metcalfe et al. (2008) argue that the biggest question for healthcare organisations,
whether public or private, is 'How can organisations increase their individual performance
while maintaining their wellbeing and motivation?” A few empirical studies of health-
care organisations in developing countries have discussed the effect of transformational
leadership on the organisational performance based on both organisational learning and
intellectual capital (Peng et al., 2007; Duggirala et al., 2008; Tuan, 2012). The main ques-
tion of this study, therefore, is: ‘Does transformational leadership style have a significant
positive effect on hospital performance based on both organisational learning and intellec-
tual capital in developing countries, namely in the United Arab Emirates (UAE) context?’
Because regulatory changes have long been a dominant force in the healthcare sector, the
performance indicators adopted by hospitals are varying not only between organisations
in the same industry but also in different national contexts. In the UAE, the healthcare
sector is the third largest healthcare market in the Middle East and North Africa region.
The majority (67 per cent) of the healthcare spending in the UAE is undertaken by the
government through the Ministry of Health (Al Masah Capital Management Limited,
2011). By conducting research in the UAE, the purpose of this paper is to investigate the
effect of the TL style on OP, based on OL and IC in the healthcare organisations in devel-
oping countries, namely in the United Arab Emirates (UAE).

Building on the introduction, which has provided a brief account of research, the
reminder of the paper is organised as follows: first, the relevant literature review is
discussed and research hypotheses are developed. Second, the research methodology is
described. Next, the findings which report on the concept and the hypothesised associa-
tions are presented. Finally, the conclusions drawn from the evidence are discussed and
directions for future research are identified.
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LITERATURE REVIEW

Transformational Leadership
The shift of organisations toward transformational leadership from transactional leader-
ship theory reflected an interest in the perceptions and psychological needs of followers
(Chong and Wolf, 2010; McMurray et al., 2010). Transformational leaders gained popularity
largely because of their proactive and charismatic qualities (Pounder, 2003; Antonakis et
al., 2003), which makes the follower aware of transcendent collective interests, and helps
them to achieve extraordinary goals (Antonakis et al., 2003). In addition, TL has the ability
to deal constructively with political conflict within an organisation (Fernando et al., 2009).

The TL style is a way not only to identify the needs of the followers, but also to elevate
those needs to a higher level of motivation and maturity (Burns, 1978). It is effective in
achieving higher levels of progress among subordinates (Bass, 1985).). The power of TL
comes from two points: focusing on employees as valuable resources (and the organisa-
tion’s willingness to take responsibility to encourage and promote them) (Garcia-Morales
et al., 2008), and the charisma of the leader (Bass, 1985; Antonakis et al., 2003; Ilies et al.,
2006; Northouse, 2007). Charisma can be defined as “a special gift that certain individuals
possess that gives them the capacity to do extraordinary things” (Northouse, 2007: 177). A
charismatic leader assumes envisioning empathy and empowerment which represent the
key components of the TL style which will positively influence his/her followers” need for
achievement (Choi, 2006). Ilies et al. (2006: 12) explain the effect of a charismatic leader on
his/her followers by saying that ‘A charismatic leader will exert authority by appealing to
the follower’s ideals and values and, to the extent that the goals presented by the leader
are in alignment with those values, the externally-set, externally motivating goal would
become internalised.”

The transformational leader uses four essential components which influence follower
values and aspirations which in turn positively affect their ability to achieve the organisa-
tion’s goals (Bass, 1985; Northouse, 2007):

* An idealised influence indicated by the charisma of the leader (leaders have a strong
influence, including sufficient moral and ethical capabilities, which make them highly
respected by their followers)

* Inspirational motivation (by which the leader emphasises motivation and commitment
among the followers by using symbols and emotional appeals to focus all followers’
efforts to achieve a high level of performance)

* Intellectual stimulation (by which leaders increase followers” awareness of problems
and encourage followers to view old and familiar issues from new perspectives)

* Individualised consideration (leaders have to be good supporters of and good listeners
to the individual needs of their followers)
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Organisational Learning

Organisational learning (OL) is widely discussed in different fields from military readiness
(Ron et al., 2006) and information systems (Shepherd et al., 2006) to the education sector
(Johnston and Caldwell, 2001), children’s services (Orthner et al., 2006) and the United
States Geological Survey (Atwood et al., 2010). However, there is little clarity and no agree-
ment about the meaning of OL. Ron et al. (2006) argue that OL is a multi-layered process
of retrospective sense-making, detection and correction of error, social comparison, social
control, socialisation and bonding. This process should cover individuals, groups and the
whole organisation. OL includes learning a new organisational vision, goals, organisational
culture, design and technology (Arnold and Loughlin, 2010). Orthner et al. (2006) state that
OL is related to the opportunity that is given to people to share data and knowledge from
their practical experience with others in their organisation, as well as with persons who
may be part of other organisations. OL passes through four stages: knowledge acquisition
(internal and external knowledge), distribution, interpretation and organisational memory
(Perez Lopez et al., 2005). Organisational learning, therefore, covers two perspectives:
behavioural by way of modifying behavioural patterns to respond to some immediate situ-
ation or experience, and cognitive by helping people to learn by imitating and observing
others (Yeo, 2003).

The relationship between organisational learning and a learning organisation is one of
integration and coexistence. To be effective as a learning organisation there is a need for a
deep learning cycle and recognition that it will take time (Gorelick, 2005). Thus, learning
orientation is characterised by transfer of learning from individuals to groups, commitment
to learning, openness to the outside world, overall commitment to knowledge, systems for
developing learning processes, and mechanisms for renewing the organisation (Mavondo
et al., 2005).

Organisational learning may occur at three levels: individual, group and organisational.
At the individual level, the intuiting process takes place. At the group level, the interpreting
and integrating processes are developed. Finally, the institutionalising process is the last
stage in the organisational learning process (Ordonez de Pablos, 2004). Many authors have
also discussed single- and double-loop learning. Single-loop learning is appropriate for
an incremental change strategy and for transactional organisations, while double-loop is
appropriate for a new and radical change strategy and for organisations that have exhibited
a relationship with market style (Chaston et al., 2000; Ordonez de Pablos, 2004; Firestone
and McElroy, 2004). Accordingly, single-loop learning is the most general model of action,
while a double-loop model is proposed as providing feedback and more effective decision
making (Argyris, 1976).

Intellectual Capital

The concept of intellectual capital (IC) is essential for public as well as private organisa-
tions in improving their effectiveness and efficiency (Bontis, 2004). Intellectual competency
is more than skill alone (Kanungo and Misra, 1992; Lloyd and Hartel, 2010). Kanungo and
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Misra (1992) identified six key differences between competencies and skills. These distinc-
tions suggest that competencies that are more generic can be applied to a range of tasks or
situations, while skills that are more specialised can be applied to specific tasks or situa-
tions. Lloyd and Hartel (2010), on the other hand, define intercultural competencies as a set
of skills, knowledge and attitudes that are used when interacting with culturally diverse
team members. Three essential components which are interrelated to each other are repre-
sented as the main concepts of intellectual capital:

1. Human capital represents the competencies, skills, capabilities, commitment, know-
how, tacit experiences and overall knowledge-base of individuals in an organisation
(Bontis and Serenko, 2009; Bontis, 1998; Birasnav et al., 2011). Human capital is impor-
tant for an organisation because it is a source of innovation and strategic renewal
(Bontis, 1998), which includes competence (i.e. skills and education), attitude (i.e. the
behavioural components of employees” work), and intellectual agility (i.e. the innova-
tion ability of employees) (Marr et al., 2004).

2. Structural capital focuses on the mechanisms and structures of the organisation that
can help support employees to deploy their maximum intellectual performance, which,
in turn, positively reflects on the overall business performance (Bontis, 1998).

3. Customer capital focuses on knowledge of marketing channels and customer relation-
ships. This is the main theme of customer capital (Bontis, 1998).

Organisational Performance

Measuring healthcare performance has become an essential but challenging task for private
and public hospitals (Peng et al., 2007; Rivers and Glover, 2008). However, despite system-
atic attention being paid to the issue, progress in healthcare organisations is still slow and
mistakes continue to occur compared with other industrial or service organisations, even
in high-quality healthcare systems such as those in the UK (Storey and Buchanan, 2008).
Therefore, managers in healthcare organisations should give priority to critical resources
and performance measurements in practice (Peng et al., 2007) by assessing how patients
feel about the quality and cost of care they receive in a healthcare organisation, which, in
turn, positively reflects on patient satisfaction. Measuring satisfaction also serves as an
important tool for quality audit and improvement in all types of healthcare organisations
(Rivers and Glover, 2008). Typically, organisational performance can be measured finan-
cially and non-financially. In the current study, non-financial performance measures were
used because within public healthcare sector organisations financial performance is not
appropriate as the sole measure of performance outcomes (Leggat et al., 2011). Further-
more, non-financial performance measures such as customer satisfaction have more of
a strategic vision (Kanji, 2002; Kantabutra and Avery, 2005). They have flexibility and
the ability to take into account soft aspects related to empowerment, trust, continuous
improvement, commitment and job satisfaction (Saad and Patel, 2006).
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HYPOTHESIS DEVELOPMENT
The Relationship between Transformational Leadership and Organisational
Performance
Extant research has examined the relationship between transformational leadership and
organisational performance (Bass et al., 2003; De Groot et al., 2000; Judge and Piccolo,
2004; Burke et al., 2006; Wang et al., 2011). These positive and integrated results hold for
different organisational levels and criteria, e.g. group performance (Sosik and Megerian,
1999; Dvir et al., 2004; Dionne et al., 2004), follower behaviour and motivation (Boerner
et al., 2007; Barbuto Jr, 2005), empowerment (Ozaralli, 2003; Krishnan, 2005), commitment
(Arnold et al., 2001) and innovation (Garcia-Morales et al., 2008; Michaelis et al., 2010).

TL has a positive effect on internal people (employees) by enhancing organisational
citizenship behaviour (Boerner et al., 2007), empowering the employees and helping
them to have more trust in the leader, which, in turn, positively affects both their satis-
faction and their performance (Bartram and Casimir, 2007). The effective leader must be
caring towards the internal people; reducing fear and increasing trust will positively affect
organisational performance (Bhatnagar et al., 2010). As well as this, TL has a positive effect
on followers” self-efficacy beliefs (Pillai and Williams, 2004; Jung and Sosik, 2002), shared
vision, team commitment (Dionne et al., 2004), organisational culture (Xenikou and Simosi,
2006), organisational polices (Vigoda-Gadot, 2007) and emotional intelligence (Lindebaum
and Cartwright, 2011), which, in turn, have a positive effect on organisational performance.
The ability of an organisation to enhance its performance will depend on the preparation of
a suitable climate. This climate is fostered by the existence of TL, which enables the articu-
lation of leadership as a process fully integrated into the organisation (Garcia-Morales
et al., 2008). Based on the above discussion, the current study will propose that idealised
influence (charisma), inspirational motivation, intellectual stimulation and individualised
consideration, which represent the main characteristics of TL, will have a positive effect on
organisational performance:

H,: Transformational leadership will have a positive effect on organisational performance.

The Relationship between Transformational Leadership and Organisational Performance Based on
the Organisational Learning Level

The relationship between transformational leadership and organisational learning is inte-
grated (Cooksey, 2003; Trautmann et al., 2007; Atwood et al., 2010). TL is considered a
source of evolution and diffusion of organisational learning by integrating the capacities
of leaders and followers, a multiplicity of world views and numerous potential interpre-
tations of systematic and contextual feedback which can be exploited for future learning
(Cooksey, 2003). Furthermore, TL is valuable to learning based on its ability to offer specific
strategies that are necessary to promote and sustain the learning process, which, in turn,
will enable the organisation to create an environment of learning, adapting and long-term
change (Berson and Avolio, 2004; Trautmann et al., 2007, Atwood et al., 2010). TL also
has a vision which is associated with organisational culture, thereby improving innova-
tion (Sarros et al., 2011; Bartram and Casimir, 2007) and improving emotional intelligence
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by establishing quality relationships which will positively impact turnover intentions
and job satisfaction (Jordan and Troth, 2011). A transformative leader plays a key role
as a catalyst, mentor, facilitator and trainer in learning capability (Garcia-Morales et al.,
2006), which has a positive influence on followers” performance (Bartram and Casimir,
2007). Organisational learning also has a positive impact on organisational performance
by increasing the employees’ individual competencies, skills and knowledge, which are
necessary both for their job requirements and for the goals and mission of the organi-
sation (Yeo, 2003). Furthermore, successful organisational learning implementation will
depend on how to link learning practices with continuous performance improvement
(Song et al., 2009).

Thus, the integrated relationship between TL and OL will motivate employees by facili-
tating their work through the learning process and essential components of OL, namely
continuous learning, inquiry and dialogue, team learning and an embedded system which
will, in turn, positively affect their satisfaction with the leader and performance.

Based on the above discussion, the following hypotheses are proposed:

H,: The effect of transformational leadership on organisational performance will be medi-
ated by organisational learning.

H.: Organisational learning has a positive effect on organisational performance.

The Relationship between Transformational Leadership and Organisational Performance Based on
Intellectual Capital

Organisations with a high level of intellectual capital will also have a high level of perfor-
mance (Bontis, 1998). The reason is that intellectual capital is a strategic performance
measure which contributes to organisational performance where achieving and sustaining
competitive advantage is viable (Bontis, 2001). Leadership style is the foremost antecedent
construct in intellectual capital, especially human capital, by direct path to both the reten-
tion of key people and value alignment, and the reduction of human capital duplication
via knowledge sharing (Bontis and Fitz-enz, 2002). Therefore, TL requires much effort in
finding possible ways to increase the contribution of the human capital pool in improving
organisational financial performance (Birasnav et al., 2011) by focusing on an individual
employee’s ability, innovative behaviour, salary progression and status (Rafferty and
Griffin, 2004; Wayne et al., 1999). Furthermore, organisations should train their managers
toward adopting a TL style to motivate them to focus on the human capital and other
capital development processes, and augment their potential to direct this capital develop-
ment to achieve or sustain competitive advantage (Birasnav et al., 2011). The current study
also assumes that the three types of intellectual capital (human, structural and customer
(relational) capital) are interdependent and should be integrated into organisational knowl-
edge strategy, which, in turn, will have a positive influence on organisational performance
(Bontis and Fitz-enz, 2002; Chen et al., 2004; Ordonez de Pablos, 2003; Marr et al., 2004).
Thus, employees who are highly competent (human capital) will be able to understand the
customers’ needs, and they will develop customer capital to keep their loyalty, and both
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human and customer capital will affect structural capital, which, in turn, has a positive
effect on business performance (Bontis et al., 2000).
Based on the above discussion, the following hypotheses are proposed:

H,: The effect of transformational leadership on organisational performance will be medi-
ated by intellectual capital.

H.: Intellectual capital has a positive effect on organisational performance.

The Relationship between OL and IC

The two concepts, OL and IC, are integrated, where IC is considered as a stock unit of
OL flows (Bontis, 1998), and OL is implicit in all three types of IC (human, structural and
customer capital) (Chen et al., 2004). IC, especially human capital, is positively influenced
by the educational level of staff members and their overall satisfaction (Bontis and Fitz-enz,
2002). Organisations, therefore, must take into consideration the importance of sharing the
human capital of staff members through organisational learning (Bontis, 1998; Chen et
al., 2004). When organisations succeed in developing and diffusing their organisational
learning they will create a form of intellectual capital that is difficult for other competitors
to imitate (Lennon and Wollin, 2001).

Based on the above discussion, the following hypothesis is proposed:

H,: Organisational learning has a positive effect on intellectual capital.

METHODOLOGY

Research Setting

Standards of health care are considered to be generally high in the UAE, resulting from
increased government spending during strong economic years. The UAE now has forty
public hospitals, compared with only seven in 1970. The Ministry of Health is undertaking
a multimillion-dollar programme to expand health facilities and hospitals, medical centres
and a trauma centre in the seven emirates (Library of Congress, 2007). The UAE govern-
ment spent an estimated $8 billion in 2010 and 24 per cent of the 2011 federal budget on
social and healthcare development. Total healthcare spending is projected to nearly double
by 2014, raising the sector’s contribution from 2.8 per cent of GDP to 3.4 per cent of to GDP
respectively (Deloitte, 2011). Thus, the UAE is now ranked forty-third out of 174 industrial
and developing countries in the latest UN Human Development Report (Ontario Ministry
of International Trade and Investment, Representative Office for the Gulf Cooperation
Council Region, 2009).

The public healthcare sector in the UAE was selected as the research setting for this
study as the healthcare sector has long been characterised as a highly knowledge-intensive
sector (Peng et al., 2007). Furthermore, the public healthcare sector in the United Arab
Emirates is considered one of the best in the Arab Gulf region.
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Sample
In order to accomplish the objective of the current study, the sample was drawn from
staff members at public hospitals in the UAE. 240 questionnaires were sent by email to
staff members who were working in the healthcare sector. A total of 197 completed ques-
tionnaires were received. Due to the inadequacy of the answering pattern and insincere
manner of responses, eight were eliminated from the final pool of questionnaires, resulting
in 189 questionnaires that were deemed valid for hypotheses testing.

Many researchers have shown that with a good model and multivariate normal data
a reasonable sample size is n = 100 cases (Firth et al., 2004; Barnes et al., 2011), although
there are examples in the literature that use smaller samples. For example, MacCallum
and Austin (2000) found that about 18 per cent of the studies that have been published in
psychological research journals in recent years used structural equation modeling (SEM)
with samples of fewer than 100 individuals. Shook et al. (2004) found that many extant
studies have obtained significant results despite insufficient sample sizes by using SEM
model. More generally, Loehlin (1992) reports the results of Monte Carlo simulation studies
using confirmatory factor analysis models. After reviewing the literature, he concludes that
for this class of model with two to four factors, the investigator should plan on collecting
at least 100 cases, with 200 being better (if possible), especially when data are normally
distributed. In order to assess the assumed normality a one-sample Kolmogorov-Smirnov
test was performed; the results from the K-S test report a non-significant result (p > 0.05),
indicating normality (Pallant, 2005). The results from this test can be found in Table 1.

Table 1: Results from the One Sample Kolmogorov-Smirnov Test

Transformational | Organisational | Intellectual | Organisational
Leadership (TL) | Learning (OL) | Capital (IC) | Performance
(OP)
N 189 189 189 189
Kolmogorov— 0.584 0.882 0.725 0.783
Simrnov Z
Asymp. Sig. 0.671 0.885 0.586 0.487
(2-tailed)

A chi-square test is the most common fit measure, especially with moderate samples (e.g.
100 to 200; Tabachnick and Fidell, 1996). This was also used to evaluate how well the struc-
tural model fits the data. The hypothesised model showed an acceptable fit of data based
on the fit indices (c* = 28.8723, df = 27 (p > 0.05), root mean square error of approximation
(RMSEA) = 0.032, goodness-of-fit index (GFI) = 0.092, the normed fit index (NFI) = 0.085,
and comparative fit index (CFI) = 0.091.



10 The Role of Organisational Learning and Intellectual Capital

Measurements

Transformational Leadership

A multifactor leadership questionnaire (MLQ) is the most widely used method to measure
the transformational leadership style in the organisational sciences field (Tejeda et al.,
2001). Three items for each of the four aspects - idealised influence, inspirational moti-
vation, intellectual stimulation and individualised consideration - were used to measure
TL (Bass and Avilio, 2000). On a five-point Likert scale ranging from 1 (not at all) to 5
(frequently, if not always), respondents were asked to reflect on their perception of the
influence of TL on organisational performance in their hospital.

Organisational Learning

Studies by Song et al. (2009), Alegre and Chiva (2008) and Basim et al. (2007), were used
in developing the organisational learning variables that consist of four dimensions which
represent the main dimensions of organisational learning in this research. These dimen-
sions are: continuous learning, inquiry and dialogue, team learning, and embedded
system. Two items were selected for each dimension based on a five-point Likert scale
ranging from 1 (strongly disagree) to 5 (strongly agree).

Intellectual Capital

Human, structural and customer capital were used as dimensions of intellectual capital
based on the studies by Bontis (1998), Chen et al. (2004) and Peng et al. (2007). Each dimen-
sion of intellectual capital was measured by three items based on a five-point Likert-type
scale ranging from 1 (strongly disagree) to 5 (strongly agree).

Performance Measure

The organisational performance in the healthcare sector was measured by two dimensions:
patients” focus and employees’ focus. The items were adopted from studies in the health-
care sector, namely those of Anantharaman (2008) and Peng et al. (2007). These items were
measured on a five-point Likert-type scale ranging from 1 (strongly disagree) to 5 (strongly
agree).

DATA ANALYSIS

Measurements Model (Reliability and Validity)

The internal consistency (Cronbach’s alpha) and composite reliability (Fornell and Larcker,
1981; Raykov, 2004) were used to measure the reliability of each measure. Composite reli-
ability can overcome the limitations of Cronbach’s alpha by offering a better estimate of
variance shared by the respective indicators (Raykov, 2004). The average variance extracted
(AVE), on the other hand, was used to assess the convergent validity of each scale (Fornell
and Larcker, 1981). As can be seen from Table 2, the Cronbach’s alpha and composite reli-
ability values of all four scales were greater than 0.70, which indicate they were reliable
(Garcia-Morales et al., 2008). The AVE values for the four scales were above 0.50, which
give an indication of convergent validity of all scales (Fornell and Larcker, 1981; Garcia-
Morales et al., 2008). The AVE can be used to assess discriminant validity by assessing the
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AVE for each construct variable that should be greater than the square correlation within
all other construct variables (Fornell and Larcker, 1981).

Table 2: Cronbach’s Alpha and Composite Reliability Values of Scales

Scale Cronbach’s | Composite Average Variance

Alpha Reliability Extracted (AVE)
Transformational Leadership 0.83 0.87 0.78
Organisational Learning 0.77 0.8l 0.67
Intellectual Capital 0.79 0.83 0.75
Organisational Performance 0.72 0.77 0.63

After examining the reliability and validity for each construct, a two-step model approach
to structural equation modelling (SEM) was used. It involved evaluating the measurement
models followed by evaluating the structure model. Confirmatory factor analysis (CFA) was
used to evaluate OL, CI and OP, which represented the main components of the conceptual
framework of this paper. AMOS 18 software was used to evaluate whether the hypothe-
sised model fit the sample data and to compute parameter estimates (Chan et al., 2007).
Chi square root (c?) means square error of approximation (RMSEA), goodness-of-fit index
(GFI), the normed fit index (NFI) and comparative fit index (CFI) were used to evaluate the
fit model. These measures were selected because they represent the most popular measures
of fit for SEM analysis (Chan et al., 2007). Table 3 summarises the fit result for all four scales.

Confirmatory factor analysis of TL should be Chi-squared = 21.09, with a degree of
freedom of 13 (p > 0.05). RMSEA = 0.06, GFI = 0.066, NFI = 0.069 and CFI = 0.067, all of
which indicate an acceptable fit. Moreover, the confirmatory factor analysis demonstrates
a reasonable fit of the data to the fifteen-factor measurement model of organisational
learning on several criteria (c? = 112, df = 24 (p > 0.05), RMSEA = 0.078, GFI = 0.084, NFI =
0.083 and CFI = 0.081), which indicates an acceptable fit model.

The structural equation model (SEM) of intellectual data should be ¢* =27, df =17 (p
> 0.05), RMSEA = 0.072, GFI = 0.074, NFI = 0.075 and CFI = 0.077. The SEM model of the
organisational performance data also showed ¢? =13, df = 7.6 (p > 0.05), RMSEA = 0.062,
GFI = 0.069, NFI = 0.070 and CFI = 0.073, which indicate that both the IC and OP models
demonstrate a good fit to the data.

Table 3: Fit Indices for the Measurement Models

Measures c? Df RMSEA GFI NFI CFI
Transformational Leadership 21.09 13 0.06 0.066 | 0.069 | 0.067
Organisational Learning 112 24 0.078 0.084 | 0.083 | 0.08I
Intellectual Capital 27 17 0.072 0.074 | 0.075 | 0.077
Organisational Performance 13 7.6 0.062 0.069 | 0.070 | 0.073
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Descriptive Statistics and Correlations

Descriptive statistics and correlations are displayed in Table 4. Results indicate that all of
the relationships among the main components of the conceptual framework are signifi-
cant at the 0.01 level. The correlations among the study variables model range from 0.366
(intellectual capital and organisational learning) to 0.507 (organisational learning and
organisational performance). Means and standard deviations are also shown in Table 4.
Furthermore, these results provide an indication to support the discriminant validity of
the scales. As can be seen in Table 4, the AVE for each construct variable is greater than
the square correlation within all other construct variables. This gives an indication that
each construct shares greater variance with its own block of measures than with other
constructs representing a different block of measures (Fornell and Larcker, 1981).

Table 4: Means, Standard Deviations, and Intercorrelations among Variables

Variables M SD TL OL IC OP
Transformational Leadership (TL) | 3.730 | 0.705
Organisational Learning(OL) 3.421 [ 0.611 | 0.440
Intellectual Capital (IC) 3.810 | 0.722 | 0.411" | 0.366
Organisational Performance (OP) | 3.317 | 0.641 | 0.387° | 0.507" | 0.312"

“p<0.05"p<0.01

Test of the Hypotheses

In accordance with the path coefficients which are shown in Table 5 and Figure 1, all
hypotheses were supported. A positive effect on the organisational performance by trans-
formational leadership was supported (H,) (B = 0.57, p < 0.001). Hypothesis 2, which
proposed that the effect of transformational leadership on performance would be medi-
ated by organisational learning, was supported (f = 0.49, p < 0.001). In the same way, all
other hypotheses were supported: organisational learning has a positive effect on organi-
sational performance (H,) (B = 0.39, p < 0.001); transformational leadership has a positive
effect on organisational performance when intellectual capital mediates between them (H,)
(P =0.28, p < 0.003); intellectual capital has a positive effect on organisational performance
(Hy) (B = 0.36, p < 0.001); and organisational learning has a positive effect on intellectual
capital (H,) (B = 0.27, p < 0.004).

Table 5: Estimation Results of the Conceptual Model

Path Hypotheses Estimate PValue Results
TL — OP H, 0.57 o Supported
TL—> OL H, 0.49 o Supported
oL —OP H, 0.39 o Supported

(Continued)
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Table 5: (Continued)

13

Path Hypotheses Estimate PValue Results
TL—IC H, 0.28 . Supported
IC — OP H, 0.36 o Supported
OL—IC H, 0.27 - Supported

*** Regression is significant at 0.001 level (pb. 0.001)
“ Regression is significant at 0.01 level (pb. 0.01)

Figure 1: Hypothesised Structure Model of the Relationship between Transformational
Leadership (TL), Organisational Learning (OL), Intellectual Capital (IC) and
Organisational Performance (OP)

oL

H, 0.49 H; 0.39

TL H, 0.57 — Hg 027 — »

Y
Hs 0.36
H, 0.28 IC

DISCUSSION AND CONCLUSION

This paper investigates the effect of the TL style on OP, based on OL and IC in the health-
care organisations in developing countries, namely in the United Arab Emirates (UAE).
The result of this study showed that the transformational leadership style enhances and
supports organisational performance in the public healthcare sector in the UAE (H,). This
finding is consistent with studies by Gil et al. (2005) and Alimo-Metcalfe et al. (2008).
Alimo-Metcalfe et al. (2008) investigated the impact of engaging leadership, namely trans-
formational leadership style, on performance, attitudes to work and wellbeing at work.
In the healthcare sector in England the study by Alimo-Metcalfe and his colleagues found
a positive relationship between transformational leadership and performance involving
job satisfaction, motivation to achieve and motivation to achieve beyond expectations
(Alimo-Metcalfe et al., 2008). The result of this present study shows that transformational
leadership style can improve organisational performance in the UAE by focusing on satis-
faction for both employees and patients, which echoes results of previous studies (Rivers
and Glover, 2008; Leggat et al., 2011).

The second contribution of this study is that it identified the effect of organisational
learning as a moderating factor which connects the relationship between transforma-
tional leadership and organisational performances. Previous studies have investigated

OP
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either the direct effect between transformational leadership and organisational learning
(Coad and Berry, 1998; Trautmann et al., 2007; Atwood et al., 2010) or the direct effect
between organisational learning and organisational performance (e.g. Alegre and Chiva,
2008). However, few studies have investigated organisational learning as a meditating
factor between transformational leadership and organisational performance except that by
Garcia-Morales et al. (2008), which was carried out in the industrial sector, not in the public
healthcare sector. The current study, therefore, examined both the effect of organisational
learning as a moderating factor of the relationship between transformational leadership
and organisational performance (H,) and the direct effect of organisational learning on
organisational performance (H,). The results of the study demonstrated that organisational
learning completely mediates the relationship between transformational leadership and
organisational performance (H,). TL, therefore, has direct effects on organisational perfor-
mance depending on the level of organisational learning in the healthcare organisation.
Organisational learning is committed to TL by offering essential capabilities that are neces-
sary to improve the organisational performance (Garcia-Morales et al., 2008). Furthermore,
when employees feel inspired to greatness by the head of the organisation, they will be
more inclined to implement a learning approach and thus build skills and competence that
would enable greater subsequent performance (Ilies et al., 2006). On the other hand, results
also show that organisational learning has a positive effect on organisational performance
(H,). This is because the high level of organisational learning will be associated with high
levels of continuous learning, inquiry and dialogue, team learning and an embedded
system (Alegre and Chiva, 2008; Joo and Park, 2010). Furthermore, OL includes learning
a new organisational vision and goals, organisational culture, organisational design and
technology (Appelbaum et al., 1998), which positively influences employees” motivation,
commitment and empowerment (Orthner et al., 2006), which, in turn, positively influences
organisational performance.

The third contribution of this study is that it examines both the effect of intellectual
capital as a mediating factor which connects the relationship between transformational
leadership and organisational performance (H,) and the direct relationship between intel-
lectual capital and organisational performance (H,). Bryant (2003) examined the role of
organisational knowledge (knowledge creating, knowledge sharing and knowledge
exploiting) as a mediating factor which connects the relationship between both transfor-
mational and transactional leadership and organisational performance. However, this was
only theoretical and was not empirically tested. On the other hand, Zhu et al. (2005) only
examined human capital as a mediating factor of the relationship between the transfor-
mational leadership style and organisational performance, namely absenteeism and sales
average in Singapore. The current study extended prior research by focusing on three
types of intellectual capital (human, customer and structural) as mediating factors of the
relationship between TL and OP. The study found that intellectual capital partially medi-
ates the relationship between transformational leadership and organisational performance
(H,). The transformational leader with conceptual competence looks at the organisation as
more than the sum of its parts. The focus is holistic by concentrating on the entire picture
and not just the individual parts of the puzzle (Guo and Anderson, 2005) and by focusing
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on human, customer and intellectual capital, which will, in turn, positively affect their
performance. On the other hand, the study found that intellectual capital has a direct
positive effect on organisational performance (H,), which indicates that measuring and
strategically managing intellectual capital may in fact become the most important mana-
gerial activity for driving and improving organisational performance (Bontis and Serenko,
2009). The managers in the healthcare organisations therefore give a priority to intellectual
capital in order to improve organisational performance (Peng et al., 2007).

The fifth and last contribution of this study is that it investigated the relationship between
organisational learning and intellectual capital (H,). The results showed that organisational
learning has a positive effect on intellectual capital. This is because the organisation often
seeks to increase its intellectual capital, especially human capital, by enhancing its learning
strategy (Bontis, 1998; Lennon and Wollin, 2001) and offering formal training and develop-
ment programmes (Bontis and Serenko, 2009).

Implications and Limitations

Given the consistent interactions between transformational leadership and organisational
performance in the healthcare organisation, the study concludes that transformational
leadership is an effective style to enhance both the employees” satisfaction and patients’
satisfaction, which will, in turn, positively influence the organisational performance. There-
fore, public healthcare organisations should focus on selecting, training and promoting
individuals in different levels of the organisation especially for upper-level managerial
positions as such individuals are more likely to become transformational leaders (Wang
et al., 2011). Furthermore, this study was aware of mediators, namely organisational
learning and intellectual capital, as essential factors to enhance the application of trans-
formational leadership and then improve organisational performance. Thus, this study
suggests that healthcare organisations should be aware that the effect of transformational
leadership style and its influence on organisational performance will depend greatly on
the amount of investment in both organisational learning and intellectual capital.

The main limitation of this study is that its data were gathered from a single source (a
questionnaire survey). Only one source of data may not give valid information, especially
in this type of study. Furthermore, the survey data were collected at only one time; conse-
quently, common method variance may exist. Accordingly, future research should seek
to overcome these limitations by using different sources of data about the main aspects of
the conceptual model. Future research should also explore the differences in applying the
transactional leadership style between public and private healthcare organisations.
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