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Abstract

According to statistics, in 2018, the whole city. Da Nang c has a total of 12.678 small and medium-sized enterprises, but
due to the economic crisis, nearly 2,700 enterprises have gone bankrupt, 1,000 enterprises have dissolved, 500 enterprises
suspended production and business and the remaining businesses must implement a series of temporary solutions to
tighten their belts in order to maintain operations. There are many different reasons, including the lack of management
capacity and low human resources, especially in the large market in Danang City. Recognizing this importance, the study
collected 256 observations of small and medium-sized enterprises and tested through the SEM model the relationship of
leadership capacity to corporate performance. Viewpoint of balanced scorecards at small and medium enterprises in
Danang City. The conclusion of the study can be drawn as "When the business manager has the better response level of
leadership ability, the business performance of the business will also be better."
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INTRODUCTION

Practice has shown that leadership, in
particular, the leadership capacity of a leader is a
decisive factor for business success. According to
scholar Bennis [1], leadership is a process of social
influence in order to seek the voluntary participation of
subordinates in the implementation of goals and
missions. Leadership is the combination of knowledge,
skills, experiences and behaviors, attitudes in order to
turn organizations and businesses into a cohesive,
unified bloc to ensure successful competition in the
marketplace. According to the census results, in 2017,
there were nearly 517,900 enterprises (enterprises) in
existence, an increase of 51.6% compared to 2012. Of
which, the actual number of enterprises operating in the
survey was 505,100 enterprises. And 12,860 registered
enterprises that are investing, not yet going into
production and business activities. Among enterprises,
there are 10,100 large enterprises, an increase of 29.6%
(an increase of nearly 2,300 enterprises) compared to
January 1, 2012 and accounting for a modest proportion
of 1.9%. (SME) is 507,8600 enterprises, up 52.1%
(equivalent to 174,000 enterprises) compared to January
1, 2012, accounting for 98.1%; in which, medium

enterprises have nearly 8,500 enterprises, up 23.6%
(equivalent to nearly 1,600 enterprises), accounting for
1.6%; Small enterprises are 114,100 enterprises,
accounting for 22.0%, up 21.2% (equivalent to nearly
20,000 enterprises) and micro enterprises are 385,300
enterprises, accounting for the highest with 74.4%, up
65.5% (equivalent to 152,000 businesses). According to
the final report of the second term (term of 2013 - 2018)
presented by Mr. Nguyen Le Minh, Vice Chairman of
the Association of Small and Medium Enterprises in Da
Nang City, the average number of enterprises
developing is over 10% / year, now there are nearly
22,030 enterprises with a total registered capital of
129,297 billion dong, creating annual jobs of over 31
thousand people on average. Investment capital from
enterprises accounts for 65-70% of the total investment
capital in the city. The results of the economic census in
2018 showed that Da Nang, out of 12,678 small and
medium-sized enterprises operating, only 4,460
enterprises were profitable, accounting for 35.18%;
7,296 enterprises were at a loss, accounting for 57.55%;
the rest break even. One of the causes leading to the
above situation is the weak management of human
resources, especially the development of management
capacity, leadership of the management team in
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particular and the management team. In general, the
lack of attention has also been the cause of difficulties
for small and medium-sized enterprises to continue
developing. Therefore, the study "The impact of
leadership capacity on business performance from the
point of view of balanced scorecards in small and
medium enterprises in Da Nang city" has practical
significance to  systematize theoretical  issues,
understanding the status quo, detecting impacts in
leadership capacity to the performance of enterprises,
thereby proposing solutions to improve the leadership
capacity of this team in time next.

THEORY BASIS
The concept of leadership

The concept of leadership can be approached
in terms of quality, behavior perspective, can also be
approached in terms of influence or interaction.
According to researcher Bennis [1], leadership is a
process in which an object of persuasion subordinates
act as desired. E.H. Schein [2], leadership is the ability
to break out of culture in order to carry out a highly
adaptive evolutionary evolutionary process. Kabeer.
AM et al. [3], leadership is the process of influencing
others so that they understand and agree on the work to
be done and how to do it effectively, is the process of
creating create favorable conditions for individuals and
groups to strive to achieve the goals of the organization.
Warren Bennis [1], leadership is a socially influential
process of seeking the voluntary participation of
subordinates to best realize the organization's goals. In
any way, according to the research, a leader must
ensure three factors: the ability to create vision, the
ability to inspire and the ability to influence. Thus, in
the simplest way of understanding, leadership is the
process of influencing, influencing (by creating
conditions, environment, inspiring) on people to seek
their voluntary participation in order to achieve
objectives, tasks and missions of the group and
organization.

The leadership concept of the SME director

According to Doh J.P [4], there are many
different concepts about leadership: Leadership is the
ability to create motivation and inspiration for you and
then inspire others. Leadership is the ability to win the
maximum support and effort from its members.
Leadership capacity is a combination of qualities,
knowledge, behavior and skills that a leader needs to
complete his or her mission. Leadership is the ability of
an individual to influence, motivate and contribute to
others for the effectiveness and success of the
organization. According to the study: “The leadership
capacity of the directors of SMEs in the research is
understood as the synthesis of the knowledge, skills and
qualities, the attitude that a business director should
have in leadership. relatives, leaders of subordinate
teams, organizational leaders in order to achieve the set
goals of the enterprise ”.

Business performance from the viewpoint of
balanced scorecard

The Balanced Scorecard was first introduced
in 1992 by Harvard professors Robert S. Kaplan and
David Norton with the aim of promoting and measuring
the performance of business units. Joint. BSC was
quickly adopted by thousands of businesses,
government agencies, non-profit organizations around
the world, including Vietnam. Nearly 20 years later, in
the results of a global survey of management tools in
2011 published by consulting firm Bain, the Balanced
Scorecard entered the top 10 most widely used
management tools in the world. (6th place). The BSC
balanced scorecard consists of 4 components:

-Financial Aspects: Some commonly used
financial measures are: Return on investment (ROI),
Return on Total assets (ROA), Return on assets ratio
return on revenue (ROS), return on equity (ROE),
remaining profit (surplus) RI, and additional economic
value (EVA —Economic Value Added).

-Customer Aspects: A number of commonly
used customer measurement metrics: customer
satisfaction; customer loyalty; market share; The
percentage of customers increased; revenue on each
channel ...

- Aspects of Internal Processes: Some
commonly used internal process metrics: Costs for
research, order processing time, capacity of machinery
and equipment, time spent maintenance, servicing, or
repairing defective products ...

- Training - Development Aspects: A number
of commonly used training and development indicators:
numbers of trained and trained employees; employee
replacement rate; employee satisfaction; % of staff with
a high degree ...

In the study, the author chose to evaluate the
influence of the leadership of the SME director through
the performance indicators of the enterprises according
to the BSC Balance Score Card.

Economic situation of Danang City

The socio-economic situation in Da Nang City
in 2018 continued to develop with 9 major economic
indicators all growing well, of which 6/9 targets met
and exceeded the plan. The province's gross domestic
product (GRDP, 2010 comparative price) is estimated
to increase by 7.86% compared to 2017. Domestic
investment attraction has achieved positive results,
issued a decision on investment policies for 6 domestic
investment projects with total investment of 6,340.6
billion dong; new business registration certificate
increased by 8.6% and 6.2% in capital; FDI attraction
was 117 new projects with a total capital of 153.6
million USD, up 2 times compared to 2017. The total
development investment capital in the city was
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estimated at 39,000 billion VND, up 8.2%. Compared
to 2017 (Plan increases 6-7%). Achieving positive
results, however, the development of private sector in
Da Nang still faces difficulties. Of the total number of
operating enterprises, up to 98% of small and medium-
sized enterprises, even micro, are mostly weak in
capital (79.5%), technology, management skills, and
market experience (82.9 %), still using and trading fake
and poor quality products ... With this small and
medium model, when joining the ASEAN Economic
Community (AEC), Free Trade Agreement (FTA), and
the Agreement on Comprehensive and progressive
trans-Pacific (CPTPP), the private sector community
faces strong competition from international businesses.

RESEARCH METHODS
Introduction to research

To develop the survey questionnaire, the team
of experts consisted of 5 teachers with in-depth study of
human resource management at Da Nang University of
Economics, Hue University of Economics, 3 directors
of medium-sized enterprises and Small has provided
information and data to identify the questionnaire-
shaped factors surveying the ethical competence
affecting business performance from the point of view
of a balanced scorecard. In this qualitative research
section, a number of names have been suggested by
experts to adapt to the characteristics and conditions of
small and medium enterprises in Da Nang City.

To analyze the impact of leadership capacity
on corporate performance from the viewpoint of a
balanced scorecard for small and medium-sized
enterprises in Da Nang city, the research using
analytical techniques developed. based on the
theoretical model of SEM (Structural Equation
Modeling) and the support of SPSS 22 and AMOS
(Analysis Of Moment Structures) software. With this
analytical technique omitting multicollinearity and the
reliability of market data are also considered through
measurement errors. Assessing the reliability of the
scale through Cronbach’s Alpha quantities, exploratory
factor analysis EFA (Exploratory Factor Analysis).
CFA affirmation factor analysis technique, SEM
structure model analysis technique.

METHODS OF DATA COLLECTION
Determination of sample size

According to the researchers Hair et al. [5], it
is appropriate to select a suitable study observation size
for EFA discovery factor analysis of minimum
observed size N> 5 * x (x: is the total number of
variables. observe). According to Tabachnick and
Fideel [6] to conduct regression analysis of the best
way, the minimum observation size to be achieved is
calculated by the formula N> 50 + 8m (where m is the
independent variable). Consistent with his research, the
author uses the number of observations corresponding
to 13 observation scales of business performance, 34
variables of corporate leadership are: N> max (5x51;

50+ 9x13) = (255, 167) = 255 observations. Because the
SMEs in Danang City are in large numbers, the author
took a lot of observational data to ensure the accuracy
of the research data, and finally, the observation
obtained with 256 observations is consistent with the
study.

Method of sampling

The selection of observation selection method
here is the quota observation selection method of target
groups divided by geographical and regional variables.
Participants in this study include employees of small
and medium enterprises in Da Nang City with
leadership positions from department head and above.
The number of observations surveyed based on the
number of small and medium-sized enterprises in Da
Nang city was 171,655 enterprises, a total of 300
observations generated and collected was 256
observations. Interviews with respondents in the form
of live streaming at the workplace are 90 votes, sending
mail is 166 votes.

Method of data processing

The analytical techniques of the research are
built on the basis of the theory of Structural Equation
Modeling (SEM) and the support of SPSS 22 and
AMOS (Analysis of Moment Structures) software. With
this analytical technique, it will omit the collinearity in
the model and the reliability of the market data is also
considered through measurement errors. Assessing
reliability of scales through Cronbach Alpha quantities,
exploratory factor analysis EFA (Exploratory Factor
Analysis). Analysis techniques of SEM structure model
have been widely used in research fields such as
psychology, sociology and management field. Thus, the
study will use AMOS software to check the SEM with
the model matching parameters and correlation
coefficient> 0.5.

Research model

Factors that constitute the leadership of an
SME director influence the resultsoperation of the
business. There are many views of researchers who
point out the relationship between business directors
and firm performance. Peterson and Sorenson [7] have
many theories explaining the impact of business
managers on firm performance. Bass [8] also mentions
leadership knowledge such as general knowledge,
career-related knowledge, etc., which are essential
components when it comes to leadership. Thus,
leadership knowledge is a constituent of the leadership
capacity of the director of SMEs, so the author
hypothesizes:

H1: The leadership knowledge of the SME
director is positively related to the firm's performance

In a study by Akhmad et al. [9], the skills and
competencies of business owners are indispensable
materials to create the success of business owners as
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well as determine business performance of businesses.
James Hayton [10] also surveyed over 2,500 SMEs in
the UK and the results showed that the skills of an SME
manager (including leadership skills, business skills,
technical skills, and team skills). Organization)
affecting the performance of the business (revenue,
market share, productivity ...). Accordingly, the author
hypothesizes:

H2: The leadership skills of an SME director is
positively related to the firm's performance

Do Viet Thanh & Nguyen Viet Anh [11]
studied and pointed out that there is an influential
relationship between leadership qualities such as
empathy, consistency, honesty, flexibility, belief ... for
effective leadership element. Boal [7] argues that there
are certain qualities of leadership that affect firm
performance. Hypothesis 3:

H3: The leadership quality of the SME
director is positively related to the firm's performance.

Based on the assumptions and literature
review, the proposed research model:

EDUCATE

Fig-1: Proposed research model
Source: Author's proposal

Select and develop a scale
Scale of business performance

The author inherits the scale of Nguyen Minh
Tam [11]. Accordingly, business performance will be
measured through BSC's balanced scorecard with four
aspects of Finance - Customer - Internal Process -
Training and development. In which the author added
the elements "Modern information technology system"
and "Social activities programs of enterprises

increased" in the aspect of Internal Process; the criteria
"The number of new customers increases" in the aspect
of Customers, and the criterion "Effective customer
care activities" in the aspect of Internal Processes. The
Likert scale is used to measure the level of agreement of
the surveyor with the statements about the results of this
year compared with the goals set by the enterprise
(from level 1 to level 5 according to expert opinion).

Table-1: Scale of enterprise performance

The scale The scale
EDUCATE DTPT1.The number of trained workers increased INTERNAL | QTNB1. More modern information
(3) DTPT2. The satisfaction of employees on the | (5) technology system; QTNB2. Capacity

business is high

professional ethics of workers decreased

DTPT3.The number of violations related to

of machinery and equipment reached
the target; QTNB3. Customer care
activities are more effective

QTNB4. The number of new products
and services increased; QTNB5. The
program of corporate social activities
increased

CUSTOMER | KH1. Market share of enterprises increases FINANCE TC1 Sales increase
(3) KH2. The number of new customers increased 2) TC2 Profit increased
KH3. The number of satisfied customers about
businesses increased

Source: Author's proposal
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Scale of leadership ability

Table-2: Scale of business leadership capacity

The scale

KNOWLEDGE
(14)

KT1 Knowledge about business fields; KT2 Knowledge about culture and society, KT3 Political
and legal knowledge; KT4 Knowledge about leadership; KT5 Knowledge of business strategy;
KT6 Knowledge of human resource management; KT7 Knowledge of marketing; KT8
Knowledge of finance and accounting; KT9 Knowledge of production management, services ...
KT10 Knowledge of corporate social responsibility; KT11 Knowledge about corporate culture;
KT12 Knowledge of change management, risk management; KT13 Knowledge of international
integration; KT 14 Knowledge of foreign languages, information technology

SKILL
(14)

KN1 Skills to understand yourself; KN2 Skills to balance work and life

KN3 Learning skills; KN4 Problem-solving skills; KN5 Leadership communication skills; KN6
Encouraging skills; KN7 Team development skills; KN8 Skills to influence and build images;
KN9 Group establishment and leadership skills; KN10 Skill in vision and strategy formulation;
KN11 Skills to organize and implement works, KN12 Skills to mobilize and coordinate
resources; KN13 Skills to initiate change; Skills to build and develop corporate culture

Leadership
qualities (10)

PC1 Visionary foresight; PC2 Being adventurous and assertive; PC3 Inquisitive
PC4 Innovative and creative thinking; PC5 Flexible and responsive; PC6 Responsibility; PC7
Calculating too; PC8 Professional ethics; PC9 Patience; PC10 Confidence

The author inherits the scales of Tran Kieu
Trang [12] and Le Quan, Nguyen Quoc Khanh [13].
Scale of leadership knowledge: In which the author
adjusts and adds some knowledge to be suitable for
leadership such as: "Knowledge of personal leadership™
in the knowledge related to leadership. Religion;
corporate

"Knowledge of

Source: Author's proposal

"Knowledge of corporate culture"; "Knowledge of
change management, risk" in the supplementary
knowledge. Scale of leadership skills: In which the
author adds "Skills to build and develop corporate
culture™ to better clarify the leadership tasks of the
director of SMEs. Leadership scale: remains the same.

social  responsibility";

RESULTS AND DISCUSSION
Statistics of sample characteristics

Table 1 presents the demographic characteristics
of the sample, the data used in this study include

Table-1: Number and criteria of respondents

Criteria Number (person) | Proportion (%)
Type of business | Private enterprise 118 46,09
Co., Ltd 123 48,05
Share 15 5,86
Sex male 187 73,05
Female 69 26,95
Age <35 112 43,76
From 35-50 113 44,14
> 50 31 12,1
Level Under university 15 18,36
University 225 87,89
Graduate 16 6,25
seniority <5 year 90 35,16
5 - 10 year 115 44,92
>10 year 51 19,92

Source: Survey data of the author in 2019

in Danang City. Thus, a total of 280 votes, collected
256 votes (91.43%), the data is relatively consistent.

answers from workers in small and medium enterprises
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Testing of scales

Table-2: Cronbach's Alpha Testing Table

Group Measurement index | Number of variables | Cronbach’s
Leadership of the director of SMEs | Leadership knowledge 14 0,901
Leadership skills 14 0,804
Leadership qualities 10 0,789
Business performance Educate 3 0,905
Internal process 5 0,805
Customer 3 0,815
Finance 2 0,887

Source: Survey data of the author in 2019

Cronbach's Alpha coefficients of all scales after
extracting from EFA analysis have reached reliability
(> 0.7). In each group of variables, the total correlation
coefficient of the observed variables is greater than 0.3.

This confirms that the scale of factors extracted from
observed variables is appropriate and reliable. So all
observed variables can be used in the next analysis
steps.

Table-3: Standard distribution testing table

Group Measurement index | Kolmogorov-Smirnov Z | Sig. (2-tailed)
Leadership of the director of SMEs | Leadership knowledge 1,124 0,06
Leadership skills 1,236 0,072
Leadership qualities 1,246 0,069
Business performance Educate 1,255 0,079
Internal process 1,115 0,092
Customer 1,118 0,081
Finance 1,137 0,08

Source: Survey data of the author in 2019

According to the results of kolmogorov-
smirnow test, all 7 groups of factors have Sig values>
0.05, which are not enough bases to reject HO.
Therefore, the data of these factors have standard
distribution, which can be used well in the parameter
testing steps. Analyzing affirmative factors (CFA) of
the leadership competence scale and business
performance the research evaluated the suitability of the
model, assessed the reliability of the scale, and assessed
the convergent value, uniqueness, discriminatory values
are all satisfactory.

Analysis of structural equation model
Structural equation modeling has been applied
to test proposed models and hypotheses. Structural

equation model (SEM) is a multivariate statistical
technique for testing structural theory (Tan, 2001). In
the proposed model (Figure 1), the results are as
follows: The analysis of the SEM model is shown in
Figure 2 and is consistent with absolute indices (IFI =
0.9901, TLI = 0.900, CFI = 0.915, RMSEA). = 0.068)
indicating that structural models either meet or exceed
the limit, and thus represent a satisfactory fit for the
sample data collected. The chi-square statistics divided
by the freedom also indicate a reasonable fit Based on
Figure 2, all three hypothetical relationships (H1, H2
and H3) show statistical significance (see Table 4).
Table 4: Observations summarized from model
analysis.

Table-4: Observations summarized from model analysis

Result | Path hypothesis

H1 The leadership knowledge of an SME director is positively related to the firm's Statistical significance
performance

H2 The leadership skills of an SME director are positively related to the firm's Statistical significance
performance

performance.

H3 The leadership qualities of the SME director are positively related to the firm's

Statistical significance

Source: Survey data of the author in 2019
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Fig-2: SEM model showing the relationship of leadership ability and business performance
Source: Survey data of the author in 2019

DISCUSSION

Table-5: SEM standardized weights

Correlation relationship between Estimate S.E. C.R. P Standardized
factors coefficient
KQC <--- PC 572 ,052 6,889 ikl 421

KQC <--- KN ,410 ,064 6,551 falaled ,301

KQC <--- KT ,388 ,059 6,448 falaled ,398

Source: Survey data of the author in 2019

Table 5 shows that the knowledge factor group
of SME directors has the lowest impact on the firm's
performance dependent variable (P-value = 0.000
<0.05), with a standardized coefficient of 0.388. Thus,
when the characteristics related to the knowledge of the
SME director change 1 unit (in the likert scale), the
performance of the business will also change in the
same direction by 0,388 units. The knowledge factor
group of the director of SMEs is also a parameter that
strongly affects the dependent variable of firm's
performance, with P-value = 0.000 <0.05 and
standardized coefficient equal to 0.410, that is when the
characteristics Regarding a director's knowledge of
changing one unit (in the likert scale), the performance
of their business will also change in the same direction
by 0.410 units. This can be explained by skills such as
building and developing corporate culture, encouraging
skills, leadership communication  skills, team
development skills, etc. These are the factors that
contribute to building the factors that push the
performance of enterprises. The group of quality factors
of the director of SMEs is also a parameter that strongly
affects the dependent variable of the firm's
performance, with P-value = 0.000 <0.05 and
standardized coefficient equal to 0.572, ie when the

characteristics Regarding the quality of a director who
changes a unit, the performance of their business will
also change in the same direction by 0.5721 units. This
is also understandable, because quality factors such as
Foresight, Innovative thinking, Adgility, are always
important factors that make decisions. It has an
important direct and strong impact on business
performance.

CONCLUSION

Thus, the leadership components of the
director of SMEs in Da Nang City are "Leadership
Knowledge", ""Leadership Skills", "Leadership Quality",
which all have a positive impact on "Performance.”
business impact “with the impact coefficient of: 0,388;
0.410 and 0.572. In other words, the better the
responsiveness of these leadership capabilities to the
directors of SMEs, the better their performance will be.
In particular, the level of the impact of the factor
"Leadership quality” on business performance is the
largest (0.572). With today's diverse, complex and
changing business environment, the success or failure
of a business is also influenced and influenced by many
factors inside or outside the enterprise. Enterprises such
as the internal capabilities of enterprises, capital factors,
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macro policies, local policies ... And the leadership of
the business director is only one of many factors that
influence and affect the success of businesses in
business activities. With the above results, the
conclusion of the study can be drawn as "When the
business manager has the better response level of
leadership ability, the business performance of the
business will also be better." This conclusion is quite
similar to some studies of other authors. Typically, a
study by Tran Thi Phuong Hien [14] has shown that all
components of the leadership capacity of Vietnam's
CEO team have a positive impact on the performance of
businesses. In other words, the better the CEO's
leadership ability, and the better the business results
will be. Do Anh Duc [15] also pointed out that all three
factors of knowledge, skills, and qualities all affect the
performance of an enterprise with impact factors of
0.296; 0.366 and 0.192. An overseas study with sample
size of 264 SME leaders of European countries of
Laguna et al. [15] also showed a positive relationship
between the competence of business leaders and the
success of organization in business activities. This
relationship is measured based on the regression model
between shared competence (innovation capacity,
planning, cooperation, decision making, stress
management, self-leadership), specific competencies
(mobilization capacity, staff development capacity,
financial capacity, market capacity, politics and law)
with the success of the organization in business
activities with impact ratios of 0.34 and 0.15.

This result shows that the leadership capacity
of the director will contribute to improving the
performance of the business. This requires the directors
themselves to be aware of the role and importance of
continuing to improve and further develop their
leadership ability in the future. In order to improve the
leadership capacity of the director of small and
medium-sized enterprises in Da Nang City in the near
future, the director of the enterprise itself needs to focus
on solutions groups to enhance the vision and strategy;
capacity to initiate change; team development capacity;
mobilize and coordinate resources and capacity for
encouragement - encouragement. The topic is also
limited in determining the types of businesses, so if the
research is carried out more broadly, the data will be
more complete. Relate to; recommendations from the
authorities, associations and relevant provincial
agencies will also contribute to developing the
leadership capacity of the small and medium-sized
enterprise director in the region.
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