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ARTICLE INFO ABSTRACT

The study focused on the relationship between transformational leadership and
perceived organizational performance of small and medium sized enterprise (SMEs)

Received: owners and managers in Sindh, Pakistan, considering organizational justice as a

Sept.ember 11, 2026 possible intervening variable. In this cross-sectional study 400 questionnaires were

Revised: collected with the help of purposive recruitment from Karachi, Hyderabad, Sukkur and

§Ct0bir(;)8’ 2026 Larkana of which 400 were usable. Focal estimates are from a reported partial least-
ccepted:

squares structural equation model which included other organizational constructs.
Transformational leadership was positively associated with organizational justice (f§ =
0.613, t = 18.702, p < 0.001); and organizational justice was positively associated with
perceived organizational performance (f = 0.185, t = 2.392, p = 0.017). The direct
leadership-performance association was not statistically significant (f = —-0.052, t =
0.887, p = 0.375). Specific indirect association through justice was reported and was
positive (B = 0.113, t = 2.385, p = 0.017). The reported results are in line with the
positive specific indirect relationship via organizational justice, with the caveat that the
original estimation and resampling procedures need to be verified in order to conclude
a causal mediation effect. The sample is also a nonprobability sample, and the
respondent sample is also common, as well as insufficient documentation of the overall
fitted model, which is limiting interpretation. The results give context-specific evidence
that managerial perceptions of leadership and organizational fairness are linked to
perceived performance in the SMEs they work in.
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Introduction

Transformational leadership is about the abilities to inspire people to pursue a common course; to encourage them to think in
a new way; to provide a role model and to pay attention to their growth [1]. The behaviour have been linked to work attitudes
and performance in meta-analytic research and there are significant differences between leadership measures and outcomes
[2-3]. Leaders' processes to link leadership ratings and organizational outcomes need to be considered separately. This is
especially true for small and medium sized enterprises (SMEs) where managerial method and human-resource practices might
vary from large enterprises [4].

Organizational justice is defined as judgments about fairness in the distribution of resources, processes, interpersonal treatment
and information that is provided to members of the organization [5,6]. Justice perceptions have been shown to be correlated
with work attitudes and behaviour through meta-analytic evidence [7]. Previous studies also link transformational leadership
with justice perceptions [8] and there exists evidence that justice may be manifested relationally and affectively [9]. This
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suggests that organizational justice is a reasonable mechanism that can be correlated between leadership and performance
evaluations, and not that justice is the only mechanism.

In the context of ongoing relationships, social exchange theory can explain how treatment can be related to reciprocated work
behaviour [10]. Equity theory refers to inputs and outcomes that are perceived to be proportional [11]. Both frameworks fail to
specify that a leader's behaviour leads to the changes in organization level performance. The present article therefore only
considers statistical associations, not a causal process.

The study was based on owner and manager's report of SMEs of Karachi, Hyderabad, Sukkur and Larkana. It explores if the
positive relationship between transformational leadership and perceived performance exists statistically via organizational
justice. The focal results are not estimates from an independently refitted three-constructs model, but come from a more general
estimated model.

Theoretical Background and Hypotheses
Transformational leadership and perceived performance

The transformational leadership model typically recognizes four components: idealized influence, inspirational motivation,
intellectual stimulation and individualized consideration [1,12]. Such behaviour can foster initiative and coordination but, the
instrument of leadership can vary in the dimensions represented. The general expectation is that if a person is a
transformational leader he will have a positive effect on performance [2,3] and performance is also based on market conditions,
resources and managerial skills. Other intervening mechanisms, such as job characteristics and motivation have been reported
in the leadership literature. Therefore, the relation to perceived performance of the organization is a testable proposition and
not an inevitable consequence of the theory.

Hi. When organizational justice is included in the structural model as a modeled pathway, as well as other predictors of
perceived organizational performance, a positive relationship exists between the two variables.

Transformational leadership and organizational justice

There are a number of distinct aspects of fairness perception. Distributive justice deals with fairness of outcomes, procedural
justice with what is done during the process of decision-making, interpersonal justice with dignity and respect; and
informational justice with the quality and sufficiency of explanations given [5,6]. Leadership behaviors that include clear
communication and equal treatment and opportunities for involvement might therefore be associated with more positive
fairness ratings. The empirical relationship identified by Cho and Dansereau suggests a possibility of investigating this
correlation, but may not be the same as those used in the present study [8].

H2. There is a positive relationship between organizational justice and transformational leadership.
Organizational justice and perceived organizational performance

Research syntheses link up organizational justice to work related behaviors and attitudes, though the strength of the
relationship is dependent on the dimension of justice and criterion [7,9,13]. However, overall justice judgments should be
recognized as a potentially valuable overall assessment of treatment in an organization [14] but should not be assumed to
represent all the aspects of a multidimensional instrument. In terms of social exchange, good treatment can be related to
cooperation and involvement, both of which can be relevant to organizational outcomes [10].

Perceived organizational performance differs from audited financial/operational performance. Research in strategy and
organizational studies has explored the usefulness and drawbacks of managerial performance judgments in situations where
there are no objective data [15-17]. In this study, outcomes are reported as perceptions, rather than objective firm-level
indicators, as only a few of the latter are available and would not necessarily correspond to perceptions.

H3. The effect of organizational justice on perceived organizational performance is positive at the other modeled influences.
The indirect association

The indirect relationship is symbolized by the product of the transformational leadership to justice and justice to performance
coefficients. A nonsignificant direct association does not rule-out a positive specific indirect estimate [18,19]. Despite this,
mediation has time and causal implications that have not been determined by a cross-sectional design [20]. When evaluating
uncertainty in indirect effects it is generally preferable to use resampling-based confidence intervals, particularly since the
sampling distribution of a product may be asymmetric [21,22]. In this case, the reported statistics allow judging the direction
and significance of the association, but not its uncertainty interval independently.
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H4. There is a positive specific indirect relationship between transformational leadership and perceived organizational
performance in terms of organizational justice.

Materials and Methods
Study design and setting

The study was quantitative, cross-sectional questionnaire, conducted in four cities of Sindh, Pakistan; Karachi, Hyderabad,
Sukkur and Larkana. Businesses involved were said to be involved in manufacturing, services, retail and trading. The unit of
observation for the analysis for this report is the completed owner/mgr. questionnaire. Study documentation shows no
indication how many different firms participated and how many questionnaires were from the same firm.

Sampling and survey administration

Purposive sampling involved SME owners and managers who were thought to know the practices of their SMEs. Questionnaires
were disseminated via a process of SME networks, direct visits and referrals. The final analytic sample reported was 400 usable
responses. The survey was said to be voluntary, and information provided about the academic nature of the survey and
confidentiality. Since the denominator for recruitment was not recorded, a response rate is not computed. The operational
threshold determining a business to be an SME in terms of the available account is not specified. Adequacy of the sample size
for a specific structural path depends not only on a large-population survey benchmark but also on model-specific
considerations [23].

Construct measurement

Five-point Likert-type items were used for the questionnaire. The three focal constructs were transformational leadership (eight
items), organizational justice (six items) and perceived organizational performance (six items). Although the original analysis
modeled the constructs reflectively, the level of appropriateness of this specification cannot be independently evaluated without
item wording and indicator level estimates. Transformational leadership is explained in the context of Bass-Avolio's theory
[1,12] and organizational justice is explained in the context of distributive, procedural, interpersonal and informational justice
[5,6]. The conceptual underpinning of these references is provided, although not necessarily the same published scales were
used without modification. Not all the questionnaire, scale sources, response anchors, coding and recoding procedures, item
adaptations and of course the referent of leadership and justice ratings can be determined from the available documents. Thus,
it is unclear if the owners assessed themselves, a different leader or organizational practices, if the managers assessed the same
or a different, if six justice items were sufficient to capture the theorized dimensions of fairness, and if the same or a different
referent was used. Perceived organizational performance is the respondent's viewpoint as measured by the questionnaire and
not actual financial or operational results.

Statistical analysis

A seven-construct model of transformational leadership, transactional leadership, organizational justice, knowledge sharing,
organizational learning, job satisfaction and organizational performance was presented in the original study and analyzed using
partial least squares structural equation modeling (PLS-SEM). The focal coefficient for the transformational leadership
Organizational justice relationship, the Organizational justice Perceived organizational performance relationship, the
Transformational leadership Perceived organizational performance relationship and the specific indirect pathway through
justice are presented. The rest of the estimated paths and complete model diagram were not provided. Therefore, the
coefficients should not be interpreted as estimates from a new three-construct model that has been fitted [19,24]. The focal
indirect estimate is not a part of any model-wide total indirect or total effect.

The outputs that are made available include standardized focal path coefficients, t statistics and p values, selected R? and f2
values, construct level Cronbach's alpha and average variance extracted (AVE). There is no documentation of the statistical
software/version, PLS algorithm settings, handling of missing responses, number of resampling iterations, random seed, and
test sidedness and confidence-interval method. Especially, no bootstrap confidence intervals nor any reported but not included
coefficients were reconstructed. Indicator loadings, properly estimated reliability parameters (such as pA and pC), evidence of
discriminant validity (e.g., HTMT) and appropriate variance inflation factors [24-26] would be needed for measurement-model
evaluation. A comparison of owners and managers ratings would also necessitate evidence of the measurement invariance [27].
Since the related outputs are not available, this report makes no claim to the validity of measurements independently verified
or to the precision of inferences or to predictive performance out of sample.
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Results
Respondent profile and descriptive statistics

A total of 400 questionnaires were usable (366 were from males and 34 from females). 27% of the respondents were owners
of the source account, and 73% were managers. All of these figures refer to the participating sample only and are not
representative of the population. Data on the obtained construct means and standard deviations are presented in Table 1.

Table 1. Descriptive statistics for focal constructs

Construct n Mean Standard deviation
Transformational leadership 400 4.1809 0.61022
Organizational justice 400 4.0678 0.72284
Perceived organizational performance 400 3.7667 0.93025

The means are presented as scale-score summaries. As the original response anchors and item coding are unavailable, they are
not interpreted as demonstrating a defined level of leadership, fairness or business success.

Reported measurement summaries

The original Cronbach's a and AVE values for the three focal constructs are reported in table 2. These are only partial
measurement summaries, with each reported a > 0.70 and each AVE > 0.50; however, these are not necessarily sufficient
evidence of construct validity. Original column ‘combined reliability’ was discarded because the available text does not clearly
specify whether this is the estimator pA or the estimator pC. The indicator loadings and correct identification of reliability
estimates are not reported from the construct-level summaries [24-26] nor is the HTMT matrix.

Table 2. Reported reliability and convergent-validity summaries

Construct Items Cronbach’s a AVE

Transformational leadership 8 0.851 0.628
Organizational justice 6 0.808 0.522
Perceived organizational performance 6 0.892 0.654

The reported values were not recalculated from item-level responses. Reliability and convergent-validity results for the other
four constructs in the fitted model are unavailable, as are the model-wide discriminant-validity and collinearity diagnostics.
Without questionnaire items, the substantive coverage and dimensionality of the six-item organizational justice measure also
remain uncertain.

Hypothesis tests and specific indirect association

The direct path of transformational leadership to performance was not significant (f = —0.052, t = 0.887, p = 0.375), as was
reported, so there was no evidence supporting Hi. The reported transformational leadership-to-justice path was positive ( =
0.613, t = 18.702, p < 0.001), as was the justice-to-performance path (f = 0.185, t = 2.392, p = 0.017). The specific indirect
estimate through justice was also positive (f = 0.113, t = 2.385, p = 0.017). Conditional on being able to verify the original
resampling results, H2, H3 and H4 are statistically consistent with the reported coefficients and p values. No bootstrap
confidence intervals were available for independent examination, and the method for obtaining the significance statistics
reported wasn't (Table 3).

Table 3. Focal coefficients reported from the broader PLS-SEM model

Hypothesis / path B t statistic p value Finding

Hi TFL — POP —-0.052 0.887 0.375 Not supported
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H2 TFL — QJ 0.613 18.702 <0.001 Provisionally consistent
H3 O] — POP 0.185 2.392 0.017 Provisionally consistent
H4 TFL — OJ — POP 0.113 2.385 0.017 Provisionally consistent

TFL, transformational leadership; OJ, organizational justice; POP, perceived organizational performance. Coefficients and
significance statistics are reproduced from the broader fitted model. Findings for H2-H4 are provisional because the original
bootstrap settings and confidence intervals were not supplied.

When the constituent coefficients in the formula are rounded, 0.613 x 0.185 = 0.113405, which is close to the reported specific
indirect coefficient of 0.113. This arithmetic does not confirm the corresponding t statistics or p value. In the original study, the
results showed that R2 = 0.375 for organizational justice, f2 = 0.601 for the path of transformational leadership to
organizational justice and R2 = 0.315 for perceived organizational performance. These values have not been independently re-
calculated. Specifically, the performance R? is for the whole model and not just the three focal constructs. Other indirect routes
and the overall effect for the model are not possible without the complete structural specification and output. Complete
mediation or out-of-sample prediction claims are not made.

Discussion

Results were of a positive relationship between transformational leadership and the organizational justice ratings of the SME
owners and managers surveyed, and a lesser positive relationship between organizational justice and perceived organizational
performance. The direct coefficient is not significant but there is a positive specific indirect association that has been reported.
The overall mediation pattern is not, however, definitively classified due to lack of specification of the overall structural model.
These associations do not prove that the effect of the leadership is transmitted causally through these associations, and other
pathways may not be ruled out.

The leadership-justice relationship agrees with previous studies relating to transformational leadership and fairness [8].
Additionally, the positive correlation between justice and performance is consistent with the meta-analytic findings indicating
that justice ratings are associated with work attitudes and behaviors [7,9,13] in a positive direction. However, the present
measures represent managerial assessments. The study did not independently verify the fairness the employees felt but it also
did not test the reciprocal behaviours or the order of behaviours as suggested by social exchange theory [10].

The not statistically significant direct association between leadership and performance cannot be interpreted as proof that the
transformational type of leadership is not effective. Performance is a more distal outcome than the reported leadership
behaviours, and constructs other than the ones included in the fitted model may have shared variance in the model. Previous
studies have shown that leadership can relate to work outcomes in ways other than justice [28]. Similarly, a positive indirect
estimate is no sufficient evidence for a claim that interventions with fairness orientation will necessarily lead to better objective
performance of the firm.

This outcome adds to the locally generated evidence of four commercial centers of Sindh. What is of specific importance is the
difference between justice ratings, perceived organizational performance and independently measured business performance.
Studies on subjective performance measures suggest that subjective measures can be useful, but their relationship to objective
measures is not necessarily obvious [15-17].

Managerial implications

Transparent allocation criteria, consistent treatment and opportunities for input and clear explanation are reasonable areas in
which managerial attention can be focused for SMEs that want to review internal management practices. These practices are
in line with the existing justice practices [5,6] and not interventions which were tested in the present sample. Owners and
managers can apply such principles as a practical review criterion and assess employee experiences and actual operational
results separately.
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Limitations and future research

It is a cross-sectional design and, therefore, it does not allow for temporal inferences. The numerical pathways may be identical
in the cross-sectional indirect estimation but may not be the same in the longitudinal mediation processes [20]. Common-
source measurement biases are a possibility as the same respondents were used for leadership, justice and performance; their
presence or magnitude cannot be assumed without further evidence [29-31]. The use of purposeful sampling and the sex
distribution observed in the study limits generalization outside of those who participated in the study, namely the owners and
managers.

The survey account does not allow an assessment of respondent clustering as the number of different firms and the number of
respondents from a firm are not reported. Perceptions of the owner and manager may also be different in terms of referent or
interpretation. Comparisons across roles at this stage of the analysis are premature if there is no evidence of measurement
invariance [27]. The lack of item-level scales, model-wide coefficient table, retained loadings, HIMT statistics and resampling
settings limit the extent to which the model can be reproducible and evaluated formally for construct validity. These limitations
are appropriate to the strength of the results that can be inferred but not the basis for inferring values that were not observed.

Future research could differentiate between employees, managers and owners; employ explicitly anchored scales that are
separately validated; assess leadership, justice and outcomes at multiple time points; and include objective measures of firm
performance. The identification of firms would facilitate the appropriate treatment of within-firm dependence. Out-of-sample
claims would also need to be assessed on their own merits with their own predictive assessment since predictive accuracy is an
empirical issue and may not be uniformly captured in a simple R?> measure [32].

Conclusion

In a cross-sectional sample of 400 SME owners and managers from four Sindh cities, the reported PLS-SEM coefficients indicate
a positive specific indirect association between transformational leadership and perceived organizational performance through
organizational justice. The focal direct leadership-performance coefficient was not statistically significant. The interpretation
is conditional on verification of the original fitted model and inference procedure. Neither causal ordering nor employee-level
fairness perceptions and objective firm performance were established.
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