
 
Global Management: International Journal of Management  

Science and Entrepreneurship 
Volume. 1 No. 1 Year 2024 

e-ISSN : 3063-6256, p-ISSN : 3048-4170, Page. 15-21 
DOI:  https://doi.org/10.70062/globalmanagement.v1i1.70 

Available online at:   https://management.ifrel.org/index.php/GlobalManagement  

Received: January 30, 2024; Revised: February 13, 2024; Accepted: February 27, 2024;  

 
Strategic Leadership and Organizational Performance in Small and 

Medium Enterprises (SMEs) in Asia 
 

Petra Kania Patrecia1, Intan Anissa Fitri2, Septiyani3 

1-3 Universitas Surabaya (UBAYA), Indonesia  
 

Abstract: This study investigates the role of strategic leadership in influencing organizational performance in 
Small and Medium Enterprises (SMEs) across Asia. The research identifies leadership styles that contribute to 
enhancing the competitiveness and sustainability of SMEs. A quantitative approach was employed to analyze 
data from SMEs in countries such as Singapore, Malaysia, and Thailand. The results suggest that 
transformational leadership, strategic decision-making, and a focus on employee development are key 
determinants of performance. The paper concludes by discussing the implications for leaders of SMEs in 
developing countries and offers policy recommendations to foster SME growth. 
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1. INTRODUCTION 

Small and Medium Enterprises (SMEs) play a crucial role in the economic 

development of Asia, contributing significantly to employment and GDP. According to 

the Asian Development Bank (ADB), SMEs account for over 97% of all enterprises in 

the region and contribute approximately 50% to GDP and 60% of total employment 

(ADB, 2020). As the economic landscape becomes increasingly competitive and 

dynamic, the role of strategic leadership in enhancing organizational performance within 

SMEs has garnered attention from researchers and practitioners alike. This study aims to 

explore the relationship between strategic leadership and organizational performance in 

SMEs across Asia, with a particular focus on transformational leadership, strategic 

decision-making, and employee development. 

The concept of strategic leadership encompasses a range of leadership styles and 

practices that align organizational goals with strategic vision and operational execution. 

Transformational leadership, in particular, has been identified as a critical factor that can 

inspire and motivate employees, fostering a culture of innovation and adaptability (Bass 

& Riggio, 2006). In the context of SMEs, where resources are often limited, effective 

leadership can be a determining factor in enhancing competitiveness and sustainability. 

This study will analyze how different leadership styles impact organizational 

performance, drawing on quantitative data from SMEs in countries such as Singapore, 

Malaysia, and Thailand. 

Furthermore, the study will investigate how strategic decision-making processes 

influence organizational outcomes. Research indicates that SMEs led by strategic leaders 
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tend to exhibit higher levels of performance, as these leaders are adept at navigating 

complex market environments and making informed decisions that align with long-term 

objectives (Kirkpatrick & Locke, 1996). By examining the interplay between leadership 

styles, decision-making, and employee development, this research aims to provide 

valuable insights for SME leaders seeking to improve organizational performance. 

The findings of this study will not only contribute to the academic literature on 

strategic leadership and organizational performance but also offer practical implications 

for policymakers and SME leaders. As SMEs continue to face challenges such as 

globalization, technological advancements, and changing consumer preferences, 

understanding the role of strategic leadership becomes increasingly vital. This research 

will ultimately highlight the importance of cultivating effective leadership practices that 

can drive growth and sustainability in the SME sector across Asia. 

In conclusion, this introduction sets the stage for a comprehensive analysis of the 

relationship between strategic leadership and organizational performance in SMEs. By 

focusing on transformational leadership, strategic decision-making, and employee 

development, the study aims to uncover key determinants of performance that can inform 

both academic discourse and practical applications in the field of SME management. 

 

2. LITERATURE REVIEW 

The literature on strategic leadership and organizational performance has evolved 

significantly over the past few decades, with various studies highlighting the importance 

of leadership styles in influencing organizational outcomes. Transformational leadership, 

which emphasizes inspiration, motivation, and intellectual stimulation, has been shown 

to correlate positively with organizational performance (Bass, 1985). In the context of 

SMEs, this leadership style can be particularly advantageous, as it fosters a culture of 

innovation and adaptability, crucial for navigating the rapidly changing business 

environment. 

Research conducted by Wang et al. (2016) found that transformational leadership 

significantly impacts employee engagement and performance in SMEs. Their study, 

which surveyed over 500 SMEs in China, revealed that leaders who employed 

transformational practices were more likely to achieve higher levels of employee 

satisfaction and organizational commitment. This finding underscores the importance of 

leadership in shaping organizational culture and performance, particularly in resource-

constrained environments typical of SMEs. 
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In addition to transformational leadership, strategic decision-making plays a vital 

role in determining organizational performance. According to a study by Amankwah-

Amoah et al. (2019), effective strategic decision-making processes contribute to 

improved performance in SMEs by enabling leaders to identify opportunities and 

mitigate risks. The authors argue that SMEs with leaders who adopt a systematic 

approach to decision-making are better positioned to respond to market changes and 

capitalize on emerging trends. 

Moreover, employee development is another critical factor influencing 

organizational performance in SMEs. Research by Garavan et al. (2016) indicates that 

investments in employee training and development not only enhance individual 

performance but also contribute to overall organizational effectiveness. In SMEs, where 

human capital is often a key differentiator, strategic leaders who prioritize employee 

development can foster a skilled and motivated workforce, leading to improved 

performance outcomes. 

Overall, the literature suggests a strong link between strategic leadership, 

decision-making, employee development, and organizational performance in SMEs. By 

synthesizing these findings, this study aims to provide a comprehensive understanding of 

how strategic leadership practices can enhance the competitiveness and sustainability of 

SMEs in Asia. 

 

3. METHODOLOGY 

This study employs a quantitative research approach to investigate the role of 

strategic leadership in influencing organizational performance in SMEs across Asia. The 

research design includes a survey of SMEs in three selected countries: Singapore, 

Malaysia, and Thailand. These countries were chosen due to their diverse economic 

landscapes and varying levels of SME development. The survey instrument was designed 

to capture data on leadership styles, strategic decision-making processes, employee 

development initiatives, and organizational performance metrics. 

The target population for the survey includes SME owners and managers across 

various industries, such as manufacturing, retail, and services. A stratified random 

sampling technique was employed to ensure representation across different sectors and 

company sizes. A total of 300 SMEs were surveyed, with an emphasis on obtaining a 

balanced sample from each country. The survey was conducted online, utilizing 

platforms such as Google Forms and SurveyMonkey to facilitate data collection. 
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To analyze the data, statistical techniques such as regression analysis and 

structural equation modeling (SEM) were employed. These methods allow for the 

examination of relationships between variables and the identification of key determinants 

of organizational performance. Descriptive statistics were also generated to provide 

insights into the demographic characteristics of the sample, as well as the prevalence of 

different leadership styles and employee development practices among SMEs. 

In addition to quantitative analysis, qualitative data was collected through open-

ended survey questions, allowing respondents to provide insights into their experiences 

with strategic leadership and organizational performance. This mixed-methods approach 

enriches the findings by providing context and depth to the quantitative results, enabling 

a more comprehensive understanding of the dynamics at play in SMEs. 

The methodology employed in this study is designed to ensure the validity and 

reliability of the findings. By utilizing a robust sampling technique and employing 

appropriate statistical analyses, the research aims to contribute valuable insights into the 

role of strategic leadership in enhancing organizational performance in SMEs across 

Asia. 

 

4. RESULTS AND DISCUSSION 

The results of the study indicate a strong correlation between transformational 

leadership and organizational performance in SMEs across the surveyed countries. 

Specifically, the data reveal that SMEs led by transformational leaders reported higher 

levels of employee engagement, innovation, and overall performance metrics. For 

instance, SMEs in Singapore that adopted transformational leadership practices 

experienced a 20% increase in productivity compared to those with more traditional 

leadership styles (Lee, 2022). This finding aligns with existing literature that emphasizes 

the positive impact of transformational leadership on organizational outcomes. 

In terms of strategic decision-making, the analysis revealed that SMEs with 

systematic decision-making processes were better positioned to adapt to market changes 

and capitalize on growth opportunities. The regression analysis indicated that strategic 

decision-making accounted for a significant portion of the variance in organizational 

performance, suggesting that leaders who engage in deliberate and informed decision-

making are more likely to achieve superior outcomes (Nguyen et al., 2021). This finding 

highlights the importance of developing robust decision-making frameworks within 

SMEs to enhance their competitiveness. 
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Employee development emerged as another critical factor influencing 

organizational performance. The study found that SMEs that invested in training and 

development initiatives reported higher levels of employee satisfaction and retention, 

which in turn contributed to improved performance. For example, SMEs in Malaysia that 

implemented comprehensive employee development programs saw a 15% increase in 

employee retention rates, translating to reduced recruitment costs and enhanced 

organizational stability (Mohamed & Ahmad, 2020). This underscores the need for SME 

leaders to prioritize human capital development as a strategic imperative. 

The discussion also highlights the implications of the findings for SME leaders 

and policymakers. As SMEs continue to face challenges in a rapidly evolving business 

environment, the need for effective strategic leadership becomes increasingly paramount. 

Leaders who embrace transformational practices, engage in strategic decision-making, 

and prioritize employee development are more likely to drive organizational performance 

and sustainability. Policymakers should consider developing initiatives that support 

leadership development and training programs for SME leaders, fostering a culture of 

innovation and adaptability. 

In conclusion, the results of this study provide compelling evidence of the 

positive impact of strategic leadership on organizational performance in SMEs across 

Asia. By focusing on transformational leadership, strategic decision-making, and 

employee development, SME leaders can enhance their competitiveness and 

sustainability in an increasingly complex business landscape. 

 

5. CONCLUSION AND RECOMMENDATIONS 

This study has explored the role of strategic leadership in influencing 

organizational performance in Small and Medium Enterprises (SMEs) across Asia, with 

a focus on transformational leadership, strategic decision-making, and employee 

development. The findings indicate that these leadership practices are critical 

determinants of performance, underscoring the importance of effective leadership in 

enhancing the competitiveness and sustainability of SMEs. 

Based on the research findings, several recommendations can be made for SME 

leaders. Firstly, it is essential for leaders to adopt transformational leadership styles that 

inspire and motivate employees. By fostering a positive organizational culture that 

encourages innovation and collaboration, leaders can enhance employee engagement and 

drive performance. Additionally, investing in leadership development programs that 
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equip leaders with the skills to navigate complex market environments can further 

strengthen their effectiveness. 

Secondly, SMEs should prioritize strategic decision-making processes that are 

systematic and data-driven. Leaders who engage in informed decision-making are better 

positioned to identify growth opportunities and mitigate risks. Implementing frameworks 

for strategic planning and decision-making can enable SMEs to respond effectively to 

changing market conditions and enhance their overall performance. 

Lastly, the importance of employee development cannot be overstated. SME 

leaders should invest in training and development initiatives that enhance the skills and 

competencies of their workforce. By creating a culture of continuous learning and 

development, leaders can improve employee satisfaction and retention, leading to better 

organizational outcomes. 

In conclusion, the implications of this study extend beyond academic discourse, 

offering practical insights for SME leaders and policymakers. By embracing effective 

strategic leadership practices, SMEs can enhance their competitiveness and 

sustainability, contributing to the broader economic development of Asia. Future 

research should continue to explore the evolving dynamics of strategic leadership in 

SMEs, particularly in the context of emerging challenges and opportunities in the global 

business landscape. 
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