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Abstract 

Purpose: While it is commonly accepted that organizational innovation is vital for 

organizations‘ sustainability and competitive advantage, existing literature has not fully 

determined the relationship between different types of leadership and organizational 

innovation. The purpose of this study is to seek how transformational and transactional 

leadership behaviors influence organizational innovation and further examine the 

moderating role of empowerment. 

 

Methodology: The authors collected data from surveying senior and middle level managers 

from the four largest organizations in Greek telecommunication industry. The data collected 

were analyzed via regression analysis and the results were compared to the findings of 

existing literature and studies. 

 

Findings: The empirical findings validate that both transformational leadership and 

transactional leadership positively influence organizational innovation. Additional evidence 

highlights the importance of specific leadership components, inspirational motivation and 

contingent reward, in pursuing organizational innovation. Moreover, the results indicate a 

plausible moderating role of empowerment in the relationship of organizational innovation 

with both leadership styles. 

 

Originality /value: This study contributes to organizational innovation literature by finding 

that both transformational and transactional leadership can promote organizational 

innovation even in organizations operating in dynamic environments. Combining and 

balancing the different characteristics of transformational and transactional leadership can 

help leaders enhance their follower‘s behaviors towards an innovation-oriented strategy, 

even in large and mature organizations. 
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Body of Text 

 

1. Introduction 
 

The main objective of this dissertation is to identify the link between leadership and 

innovation in modern organizations and more specifically, to examine if transactional or 

transformational leadership, which are two of the most common leadership models, is more 

effective for the development and promotion of a culture of innovation within a telecom 

organization (Dubrin, 2013; p.98). The reason that the authors focus on innovation is that it 

is highly related to improved business performance in terms of increased profitability, market 

share, brand image, customer loyalty and value-added to the customer (Dubrin, 2013; p.217).  

 

Since innovation is a purely human intellectual aspect or activity, it is heavily dependent on 

certain intangible characteristics of an organization such as leadership, vision, employee 

development etc. and not only on tangible aspects e.g. R&D funding. An organization may 

spend significantly on R&D and developmental projects but without appropriate leadership 

and vision, it will never achieve to streamline the process of innovation effectively 

throughout the organization. This is why it is so important to identify the relationship 

between leadership and innovation and determine what leadership model would be more 

appropriate for a certain organization based on the market that it serves, its 

products/services and its mission/vision and corporate values (Bledow et.al, 2009; pp.305-

337). 

 

The key research question of this study is to test how transformational and transactional 

leadership contribute to building a culture of innovation within an organization. This will be 

based on the implications of the work of DuBrin, 2013; pp.111-123; Jansen, 2009, Rosing 

et.al, 2011; p.962; Berson and Avolio, 2004, Prasad and Junni, 2016, Jung, Wu and Chow, 

2008,  who suggested that transformational leadership contributes significantly to innovation.  

 

This paper will employ the results from the combination of a literature review and an 

empirical research. As far as the empirical research is concerned, this will be conducted in a 

sample of 61 high level managers (CEOs and line managers) in the Greek telecom industry, 

which is highly competitive. The reason that authors choose to focus on the Greek telecom 

industry is that it is a highly innovative, technology-oriented industry that belongs to the 

service sector that contributes approximately 83% to the Greek GDP (EETT, 2015; p.6-57). 

 

The authors anticipate that this research will shed more light on several aspects of leadership 

in modern service organizations in Greece, and more particularly, on how leadership is 

related to innovation. It will also help the authors understand what particular aspects or 

elements of transformational and transactional leadership foster and encourage innovation 

within the organization. 
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1.1 Background 
 

In the context of the global, inter-connected and highly competitive economic environment, 

modern organizations need to develop a strong competitive advantage in order to gain 

market presence and safeguard their sustainability over time. Improved brand image, 

customer loyalty and satisfaction, increased profit margins and market shares are only some 

of the cornerstones of success for modern organizations. This is where innovation comes 

into play. Innovation can serve as a unique source of competitive advantage, can increase 

market share, offer higher levels of customer satisfaction and become the roadmap for 

success for a modern organization (Christensen, 1997; Somech, 2006; pp.132-157).  

 

The concept of innovation from a purely managerial point of view has been studied 

exhaustively in the global literature. What is particularly important though is the link between 

leadership and innovation and more specifically what leadership style would be more 

appropriate for the development and promotion of innovation in a modern service 

organization. The global leadership literature has studied extensively the relationship of 

various types of leadership (and specifically the transformational and transactional 

leadership) with innovation and has provided several conclusions and implication (Somech, 

2006; pp.132-157; Prasad and Junni, 2016; pp. 1542-1568; Jung et.al, 2003; pp. 525-544). 

 

For the purposes of this study, the authors chose to focus on the relationship of leadership 

style and innovation in the Greek telecom industry. In this area the global literature is quite 

restricted (Kuchinke, 1999; pp.135-145; Deschapelles, 2012; Berson and Avolio , 2004; 

p.625-646) and this is why this thesis is so challenging. By using a mix of literature review 

and empirical research in the Greek telecom industry this thesis will seek to test the 

hypothesis that transformational leadership is a more appropriate leadership style in telecom 

organizations for the development and promotion of innovation.  

 

Talking about leadership models, the global management literature is in fact full of them. Up 

to date, researchers and academics have proposed several such theories such as the 

transformational vs. transactional leadership theory, the autocratic vs. participative leadership 

theory, situational leadership theories, functional leadership theories (e.g. Action-centered 

leadership of Adair (1973)), naturalistic leadership theory, moral leadership theory etc. For 

the purposes of this paper, the authors focused on the transformational and transactional 

leadership model, which are two of the most commonly used leadership frameworks. 

 

According to DuBrin, ―a transformational leader is one who brings about positive, major changes in an 

organization‖ by pushing followers think and act beyond their self-interests and toward the 

good of the organization, accomplishing their development and transformation (DuBrin, 

2013; pp.111, 123). Transformational leaders go beyond tasks, which is what makes them 

more effective in times of crisis and adaptation. The charismatic qualities of these leaders are 

necessary when organizations undergo major transformation processes.  
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Unlike transformational leadership, transactional leadership focuses on routine transactions, 

task accomplishment and rewarding employees for meeting standards, known as contingent 

reinforcement (DuBrin, 2013; pp. 123). Transactional leaders use to clarify expectations and 

offer recognition to employees upon goal achievement. This is what motivates them to reach 

the expected levels of performance individually and collectively (Bass, Avolio, Jung and 

Berson, 2003; pp.208). 

 

 

 

1.2 Problem discussion 
 

In developed economies, rapidly changing conditions of social-economic environment, laws 

and regulations, emerging technologies, stifle competition and customers seeking for 

optimum value-for-money products and services, make it more difficult than ever for 

organizations to sustain competitive advantage in mature markets. Even firms that lead in 

their industry strongly feel the need to redefine their strategies and to drive innovation 

throughout the company on a regular basis; from product development to customer service 

and organizational innovation. Therefore, leaders who are capable to carry out changes 

towards the culture of innovation are of high demand. Organizations operating in 

hypercompetitive environments, to stay competitive need to renew their strategic plans and 

embrace in their vision the need to implement innovative solutions. Having a clear vision 

and mission regarding innovation-strategy even when carried by charismatic leaders, is not 

enough to drive organizational innovation and align individual and teams‘ goals with 

organization‘s goals for creativity and innovation; the top-level and medium level leaders 

should apply specific behaviors, styles and methods to enhance innovation.   

 

Having identified that, innovation is a vital factor in modern organizations for taking 

advantage of emerging technologies and growing information and creating or maintaining 

competitive advantage, strong brand image and good business performance, literature and 

research have studied how different leadership behaviors are positively associated to 

innovation and under which circumstances attempting to provide useful insights to leaders 

that seek to enhance organizational and team innovation. The literature in the field of 

leadership and innovation (Eisenbess et.al, 2008; Gumusluoglu and Ilsev, 2007; Stock, 

Zacharias and Schnellbaecher, 2016; Prasad et.al, 2016) has so far studied the relationship 

and the degree of correlation between certain leadership styles (e.g. transformational, 

transactional) and innovation but it has not provided any strong implications or suggestions 

about which leadership style could be more appropriate for the development and promotion 

of innovation at the organizational level. This is what our study will seek to identify through 

a combination of literature review and primary research.  

 

Quite a few empirical studies have examined the relationship between transformational 

leadership and team innovation and have identified the moderating role of other factors. 

Eisenbeiss et al. 2008 has shown that transformational leadership is positively related to team 
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innovation only if high level of team innovation climate is established. Gumusluoglu and 

Ilsev (2007) tested the impact of transformational leadership on individual creativity and 

organizational innovation in Turkish software development firms and found that 

transformational leadership positively associates with organizational innovation; not only it 

―promotes innovative activities within the organization but also might ensure the market 

success of the innovations‖ (Gumusluoglu, L. and Ilsev, A., 2007; pp.470). 

Stock et al. (2016) studied ways to stimulate co-development projects with customers and 

has found that the components of transformational leadership foster the implementation of 

innovation-oriented strategy, while transactional leadership may hinder the implementation 

of innovation-oriented strategy. Stock found it reasonable since theoretically transactional 

leaders tend to reinforce existing strategies rather that lead the change by giving concrete 

directions to team members (Stock, Zacharias and Schnellbaecher, 2016; pp. 214-215). 
 

On the other hand, Prasad et al. (2016) studied the influence of CEO transformational and 

transactional leadership behaviors on organizational innovation and found that both of them 

contribute to organizational innovation and that the effectiveness of these leadership 

behaviors is contingent on the degree of environmental dynamisms (Prasad and Junni, 2016; 

pp.1558-1559). The finding that CEO transactional leadership can support organizational 

innovation, even though it opposed to pre-existing literature, made sense to Prasad because, 

transactional leadership can motivate employees to attain innovation-oriented targets by 

offering rewards, and through management by exception, can monitor and reward the 

relative goal achievement. However, Prasad‘s study found that in dynamic environments 

CEO transactional leadership behavior is less effective in pursuing organizational innovation, 

which could rely on stiff organizational routines and inability to predict desired (Prasad and 

Junni, 2016; pp.1558-1559). 

 

The positive effect of CEO transformational leadership on organizational innovation has 

been validated by Jung et al. (2008) with partial least squares (PLS) structural equations 

modeling technique in 50 Taiwanese electronics and telecommunications companies. Jung‘s 

study further showed moderating effects by three specific factors: in particular, the 

relationship between transformational leadership and organizational innovation is more 

positive among firms with higher levels of uncertainty, competition and climate of support 

for innovation. On the other hand, their study revealed moderating effects by another three 

factors but in the opposite direction: the relationship between transformational leadership 

and organizational innovation is more positive among firms with lower levels of 

formalization, centralization and empowerment (Jung, Wu and Chow, 2008; pp. 590-592). 

Although formalization, centralization were expected to affect negatively, empowerment was 

expected to affect positively because employees are more creative when they have more 

personal control over how to accomplish their work tasks (Amabile et al. 1996) and they 

generate more creative ideas when they have more autonomy at work (Zhou 2003). 

 

Jiang et al. (2014) looked into different aspects of transformational leadership and found that 

transformational leadership may have dual side effects on team innovation. More specifically, 

differentiated individual-focused transformational leadership has negative effects on team 

knowledge sharing and team innovation, while group-focused transformational leadership 
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positively relates to team innovation via team knowledge sharing. Furthermore, team 

interdependence plays a moderating role in the above relationships (Jiang, Gu and Wang, 

2014; pp.687). Rosing et al (2011) went beyond transformational and transactional leadership 

styles and examined how leaders may be able to foster followers‘ behaviors to boost 

innovative performance and found that because innovation is complex and changing 

requirements, leaders should flexibly switch between opening and closing leader behaviors, 

proposing an ambidexterity theory of leadership (Rosing, Frese and Baush, 2011; pp.969-

970). 

 

Although previous studies have brought valuable insights into the relationship between 

leadership behaviors and team innovation, there are still areas where further investigation is 

recommended. Gumusluoglu et al. (2007) stated that his study focused on the relationship 

between transformational leadership and team member's creativity, suggesting that future 

research could focus in the relationship between transformational leadership and 

organizational innovation (Gumusluoglu, L., Ilsev, A., 2007; pp.471). That relationship was 

monitored by Prasad et al., who conceptualized organizational innovation, developed a new 

scale for its measurement and tested it in firms of several industries. Therefore Prasad et al. 

suggested that future studies could test the viability of their measure in other study contexts, 

such as in firms that operate in the same industry, especially in creative or fast-changing 

industries such as high technology. Apart from that, Prasad shed light on how CEO level of 

leadership influences innovation, but did not provide evidence of how other organizational 

levels of management impacts organizational innovation (Prasad and Junni, 2016; pp.1560-

1561). Considering that managers at any organizational level have the ability to formulate an 

ideological vision (House, 1995) and that transformational leadership should be observed at 

any organizational level (Avolio and Bass, 1995, Avolio, Bass and Jung; 1999, pp.460), we 

expect that also middle-level managers‘ behavior is important in getting employees to think 

creatively and pursue innovation and, therefore, collecting and analyzing data from all 

management levels would be particularly valuable.   

 

Jiang et al. expressed his concern that their findings might be culture specific since their data 

had been collected from Chinese firms, and suggested further research in Western countries 

due to cultural differences. Therefore, our study aims at data collection in a single industry, 

telecom in a Western country, Greece; where macroeconomic environment, shrinking 

revenues and fierce competition create the conditions of high uncertainty attracting the 

interest of researchers worldwide. In addition, Jung et al. (2008) stated that, ―a topic worthy 

of scrutiny is their finding a negative moderating effect of empowerment on the relationship 

between CEO transformational leadership and innovation‖ (Jung, Wu, Chow, 2008; pp.591). 

Could such finding come from the Asian culture, or should we generalize it, in developed 

Western countries as well, based on the theory that subordinates tend to feel more 

comfortable when they rely on their managers -―preference for paternalistic leaders‖- 

meaning that greater empowerment reduces their freedom and willingness to innovate? 

Considering the globalization of modern organizations, and the contrast between extant 

theory and Jung‘s study, we believe that empowerment‘s moderating role in the relationship 

between transformational leadership and innovation is worthy of testing. 
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1.3 Problem formulation and purpose 
 

What the thesis focuses on is the interactional relationship between leadership and 

innovation in modern organizations of the service sector (telecommunications industry in 

particular) and more specifically we will examine which leadership style, transformational or 

transactional, would be more appropriate for the development of a culture of innovation 

within the organization. The research question of this thesis will be the following: 

 

Q1: How transformational leadership effectively influences the development of 

organizational innovation? 

 

Q2: How transactional leadership effectively influences the development of 

organizational innovation? 

 

Q3: In which degree empowerment moderates the relationship between 

transformational leadership and organizational innovation and the relationship 

between transactional leadership and organizational innovation? 

 

The purpose of the thesis is to prove the significance of the role of leadership in innovation 

in the modern service sector, which in turn is associated with the overall business 

performance. We will seek to contribute both to theory and to practice, first by investigating 

the influence of two types of leadership (transformational and transactional) on innovation 

and further by evaluating these findings in order to provide valuable implications that will 

support the leaders of modern organizations in the decision-making process. 

 

The main reason that we need to investigate the role and effect of these two leadership styles 

on innovation is that the latter is directly related to the implementation of radical changes in 

the procedures, product, services of an organization as well as the overall business 

performance i.e. in terms of increased revenues and profitability, higher customer 

satisfaction and loyalty, lower time to market, improved brand image etc. 

In addition, we will seek to advance understanding of how empowerment can moderate the 

relationship between transformational leadership and organizational innovation, since 

existing literature and empirical findings has shown moderation in both positive and negative 

direction.  

 

Conversely, transformational leaders go beyond tasks, making them more effective in times 

of crisis and promotion of innovation, an inescapable factor in processes of change in favor 

of adaptation. The charismatic qualities of these leaders are exacerbated at a time when 

organizations are undergoing major transformation processes that potentially compromise 
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the survival or development of the organization. During times of change and uncertainty this 

charismatic leader and visionary, particularly important aspects in times of change 

characterized by instability and little possibility of prediction.  

In the recent study will be used the concept of Jansen (2009) who validated that 

transformational leadership contributes significantly to exploratory innovation while 

transactional leadership facilitates improvement in existing knowledge -associated with 

exploitative innovation-,  and suggested that leaders should be shaping the strategic direction 

of the company through transformational and transactional behaviors dynamically. 

 

For the reasons stated above, our research will focus on this particular industry of the Greek 

market with a view to identifying and examining how two different leadership styles 

(transformational vs. transactional) are associated to innovation to support the goal of 

improving organizational performance. The details of our methodological approach will be 

discussed on Chapter 3 of this paper. 

 

 

 

 

1.4 De-limitations 
 

Leadership and innovation are two of the most frequently discussed topics in the field of 

management with several research papers, theories and models having been proposed so far. 

The literature review that the authors conducted revealed that there are certain leadership 

theories such as the transformational vs. transactional leadership theory, the autocratic vs. 

participative leadership theory, situational leadership theories, functional leadership theories 

(such as the action-centered leadership), naturalistic leadership theories, moral leadership 

theories, the theory of achievement-oriented leadership, the LMX (leader-member 

transaction) etc. (Adair, 1973; Bass, 1985; Avolio, Bass and Jung, 1999; Jan, 2011).  

With regard to innovation, the authors tried to identify its key characteristics and distinguish 

it from the concept of creativity. The literature review revealed that innovation is highly 

related to improved business performance, brand image and customer satisfaction. As 

previously mentioned, the basic research hypothesis is that transformational leadership is 

more appropriate for the development and promotion of a culture of innovation within the 

organization. In that respect, the authors needed to focus more on the theory of 

transformational and transactional leadership and exclude from their empirical research the 

other leadership models such as the participative leadership, the achievement-oriented 

leadership and the LMX. These have only been briefly analyzed in the literature review 

purely for the purpose of completeness of the analysis. 

 

 

 

 

 

 



11 
 

1.5 Thesis‘ structure 
 

The structure of the thesis will be as follows: 

 

1. Introduction 

1.1 Background 

1.2 Problem discussion 

1.3 Problem formation and purpose 

1.4 De-limitations 

1.5 Thesis structure 

2. Theory 

2.1 Innovation and creativity 

2.2 Transformational and transactional leadership 

2.3 Loose-tight leadership and participative leadership 

2.4 Initiating structure and achievement-oriented leadership 

2.5 Consideration and LMX 

2.6 Implications from theory-hypothesis 

3. Method 

3.1 The Innovation Value Chain model 

4. Empirical findings 

5. Analysis 

6. Conclusions and implications  

 

 

 

 

 

2. Theory 
 
2.1 Innovation and creativity 

The terms creativity and innovation are often used interchangeably. However while creativity 

is the person‘s ability to generate ideas, innovation includes also the implementation or 

commercialization of ideas (DuBrin, 2013; pp.413). West and Farr (1990) define innovation 

as ―the intentional introduction and application within a role, group or organization of ideas, 

processes, products or procedures, new to the relevant unit of adoption, designed to 

significantly benefit the individual, the group, organization or wider society‖ (Rosing, Frese 

and Baush, 2011; pp.956). Because innovation includes the process of selling the idea 

generated to certain groups, it is broader and more complex than creativity. Axtell et al. 

studied the factors that influence both the creation of ideas and the implementation of ideas 

and found that the first was highly related to individual characteristics, whereas the second 

was strongly related to group or organizational characteristics (Axtell,  Holman, Unsworth, 

Wall, Waterson, and Harrington, 2000; pp.265). 

 

http://www.sciencedirect.com.miman.bib.bth.se/science/article/pii/S1048984311001160?np=y&npKey=72f4ae84c80fe847df3b2116db1e4726e2e379a527ae2313ed4a69dc1e16b799#bb0560
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Creativity is opposed to the concept of uniformity and conformism and is defined as the 

production of original ideas, seeing things from a different angle and perspective. The 

known definitions of creativity could group into three categories. The first states that 

creativity is the production of new ideas, leading to an innovative result. The second states 

that creativity can be a simple, different approach that combines new and existing 

knowledge. Finally, the third category indicates that in order a process to be creative, is not 

enough to be pioneer or to combine existing knowledge but must also add value. Creativity 

involves the generation of new ideas or the combination of known data into something new, 

giving value to the produced result. It involves study and reflection rather than action. 

Creativity is the ability to see new possibilities and do something about it. When a person 

goes beyond the analysis of a problem and attempts to implement a solution a change 

occurs. Thus, creativity is seeing a problem, having an idea, doing something about it, having 

positive results (Davis and Eisenhardt, 2011). 

Managers have realized that, in order for their businesses to develop innovative processes, 

products or services, they should encourage employees to generate ideas. Therefore, they 

should inculcate a vision of innovation and develop an environment within the company 

that fosters creativity. Managers should ensure that opportunities exist for employees to use 

their imagination, experimentation and action (Daft and Marcic, 2009; pp. 125). 

Generally, the steps involved in the creative thought process are: Preparation, Incubation, 

Illumination and Verification. Rogers identified people who take advantage of their creative 

capacity as free from mental attachments, open to change and new things, with their own 

choice that is reflected in making their own judgments without being too influential by 

others and above all, with ease of relationship between the extreme middle and his own 

ideas, retaking their individual experience as a source of generation of ideas. (Tung and You, 

2016) 

Business creativity has the following elements that should be clarified: 

1. Creativity is an activity with social implications and therefore must have value for 

someone, in addition to the creative person. 

2. Creativity is looked at in terms of originality and productivity, but the existence of only 

one of them does not guarantee creativity. 

3. Some creative people have the peculiar notion that their work ends once they suggest the 

ideas and that someone else must face the task of implementing them. Business involves, 

among other things, getting things done, and therefore creativity, without action-oriented 

work, is a wrong form of behavior, almost irresponsible and intolerable behavior.  

4. When a creative person suggests an idea, it is necessary to determine what its execution 

implies, what activities are made up, what are the costs, the resources, the time, the people 

and the risks involved in its execution. Only in this way can it be determined in principle if 

the idea has productive potential and if it is original, that is, if it is creative (Daft and Marcic, 

2009: pp. 123).  

 

Between creativity, invention and innovation, there are important differences. Creativity is 

the ability to generate a useful and original idea. It is the dazzling moment in which through 

the creative process the human being finds a new line of action that can be universally new 

or locally new. Creativity is the basis of both invention and innovation; but it is possible, and 
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very often happens, that some inventions never become innovations, because they do not 

fulfill the principles of opportunity and existence of customer with order, which innovations 

require. Creativity is based on divergent thinking, as part of the search for multiple ways to 

solve a problem, meet a need, or develop a concept. By definition, it must be fluid, 

abundant, multiple, varied (Bledow, Frese, Anderson, Erez and Farr, 2009). 

 
Nowadays, the term "innovation" is very topical, since it has become one of the fundamental 

instruments within companies that want to remain competitive, in an increasingly complex 

and changing environment. In this way, innovation is in some cases an inescapable factor for 

the survival of the company. To innovate does not always mean to create something new, 

sometimes to observe, to copy and to implement something that already exists but that in 

the geographic scope of the company and its market does not apply, already it is an 

innovation (Paulsen, Callan, Ayoko and Saunders, 2013; pp. 596). Innovation is not just 

something new, an invention or a new idea, but it also involves generating the idea for a new 

product or process and all phases from designing and evaluating efficiency to implementing 

the idea. Thus, innovative activity is not only limited to the manufacturing process or 

product, but also involves many other aspects that affect the development of the company 

and its decision-making.  

In this sense, it should be noted some areas of application of the innovative activity. Firstly, 

it can be applied to the organization, not only in terms of possible organizational changes, 

but also in the practice of business, organization of the workplace or external relations. 

Secondly, innovation is also necessary in relation to marketing, in issues such as pricing 

strategy, promotional activities, sales channels, design and packaging of the product or the 

presentation of the service (Paulsen, Callan, Ayoko and Saunders, 2013; pp. 597).  

In this way, the type of innovation that is realized in the companies can have different 

consequences in the development of the same one. For example, new invention or what is 

called "radical innovation", allows achieving and sustaining the company in a position of 

leadership; however it entails greater costs and uncertainty about its success. However, 

innovation through imitation allows improving the relative position of the company without 

incurring excessive risks and costs, which is the most used by SMEs. Thus, the smaller and 

more difficult companies tend to carry out the latter type of innovation, since they do not 

usually have sufficient resources to support a department dedicated to research and 

development. In spite of this, innovation should not be seen as something unique to big 

companies. Some reasons for which organizational innovation is considered beneficial are 

the following (Durbin, 2013, p. 217): 

 It improves the relationship with the client when presenting new benefits. 

 It allows the opening of new market shares. 

 It can increase the level of sales due to the pressure exerted on the index of 

substitution of the product. 

 It improves the company image by presenting itself as active and modern. 

 It establishes entry barriers to competition (Durbin, 2013, p. 217). 

 

In short, the ultimate goal of good management of the innovative process in a company is 

the organization and management of resources, both human, economic and material, in 
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order to increase the creation of new knowledge, the generation of ideas that allow to obtain 

new products, services or processes, or improve existing ones, design these ideas in 

prototypes and transfer those same ideas to the manufacturing, distribution and use phases 

(Pieterse, van Kruipenberg, Schippers and Stam, 2010; pp.612). In order to carry out a 

successful business innovation process, a series of attitudes within the company are essential. 

Business innovation entails being willing to take certain risks and accept challenges, that is, 

doing things differently than they are traditionally done. In this way, the greater the challenge 

for companies, the greater the efforts that they should make (Pieterse, van Kruipenberg, 

Schippers and Stam, 2010). 

 

In this sense, it must also be taken into account the geographical scope of the business, as it 

can determine when a performance is innovative or not. In many cases to innovate is to 

implement what is already done in other areas or territories. Thus, you must also be constant 

and efficient in monitoring the evolution of the market, quickly recognizing the 

opportunities and threats of the market to be able to respond quickly. Another of the 

fundamental attitudes in the innovative condition is creativity (Paulsen, Callan, Ayoko and 

Saunders, 2013; pp. 598). Every innovation is part of an idea, and the best way to arrive at 

the best idea is to analyze and generate many alternatives. Creativity is, therefore, a 

prerequisite for innovative companies. However, while other elements can be learned and 

communicated within the company, creativity is a natural ability of people. In turn, if a 

company decides to innovate, it must have a culture and a vocation of leadership based on 

the innovative culture. This attitude ought to be supported by a fluid and open 

communication system, where ideas and information circulate freely by the company. 

Companies that do not allow these communicative flows will be wasting the innovative 

potential of their human resources (Somech, 2006; pp. 135).  

Linked to the previous point is the fact that innovation involves teamwork. For this reason, 

integration and cooperation between all the departments of the company and take advantage 

of the possible synergies that may arise with other companies, as well as with technological 

centers and universities. It should not be forgotten that all innovations must be oriented to 

satisfy the needs or create added-value for the client. Contact with the client and the 

understanding of their needs, both current and latent, can be the origin of many innovative 

activities (Somech, 2006; pp. 136). 

 
Innovation includes two different aspects; exploration and exploitation. Exploratory 

innovation focuses on discovering new products, services or processes. On the other hand, 

exploitative innovation relates to improvements on existing products and processes. Strategic 

decisions involve a choice about whether the company should invest its resources in 

improving efficiency versus improving flexibility or adaptation to experimentation with new 

alternatives. In turbulent environments, the company must strike a balance between these 

two types of activities: it must innovate to meet the changing requirements of current and 

potential customers, and at the same time be efficient in activities, which it carries out. 

March (1991; pp. 73) proposes and defines exploration and exploitation as two concepts 

which reflect these fundamental differences in the behavior of the company. Exploration 

involves search and experimentation, while exploitation involves activities related to 
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refinement and application. The challenge of the company is to achieve a balance between 

the two types of activities to achieve superior performance and to be competitive in the 

long-term (Wuyts, Dutta and Stremersch, 2004, 91). 

 

For sure a breakthrough is not born every day, while continuous improvement or ―kaizen‖ -

as called in lean management (Tanaka, Shimokawa and Fujimoto, 2009; pp.9) - can be a 

constant procedure as it has a positive effect on customer satisfaction. Customers‘ 

expectations constantly change due to their changing needs and preferences, affected by 

external influences; friends‘ and competitors‘ messages raising the standards. Firms should 

monitor these changes, capture voice of the customer and adjust or alter their products and 

services. Christensen studied thoroughly the disk drive industry, between the years 1956-

1999, to find out why the best firms fail. He found that established firms avoid or delay the 

adoption of new technologies, due the fear of cannibalizing sales of their products 

(Christensen, 1997; pp.21). Firms should rather search immediately for new applications at 

the time that new technologies emerge rather than wait until the technology becomes mature 

and then adopt it only to defend their market share.  

 

Bledow et al (2009) found that exploration and exploitation are sometimes interwoven 

activities, which brings the need for leaders to foster exploration by opening leader behaviors 

and at the same time foster exploitation by closing leader behaviors (Rosing, Frese and 

Baush, 2011; pp.972). It is obvious that mature companies need to focus in both exploratory 

and exploitive innovation in a balanced way to sustain their market share. Which leadership 

styles should they focus on to facilitate innovation? Specifically, incorporation of the new 

ideas generated by exploration to the knowledge base that the company already possesses 

can increase its capacity of exploitation, improving and refining its processes, by associating 

it with existing structures. Therefore, the exploration capacity will have a positive effect on 

the ability of exploitation.  

 

Beginning with the analysis of exploration capacity, its influence on radical innovation seems 

clear. Radical innovation needs integration of different knowledge bases in order to be able 

to develop, moving away from the traditional path of the company to incorporate new 

technologies and new knowledge (Benner and Tushman, 2003; pp. 241; Wuyts, Dutta and 

Stremersch, 2004; pp. 92-93) and, therefore, is based on this exploration capacity, which by 

definition includes these activities. Exploration expands the knowledge base of the company 

and can lead to products or processes that differ from the existing ones (March, 1991). 

Exploration involves experimentation, risk, and these activities are those that can favor the 

development of new ideas to become radical innovations.  

In addition to this effect on radical innovation, exploration capability can also reinforce 

processes and technologies, in such a way as to produce incremental innovations. The new 

skills that organizational members are learning also influence the improvement of how they 

carry out their activities. Seeking new knowledge helps the expansion of the base that the 

company already owns, through the incorporation of new ideas that improve knowledge 

already existing. The new knowledge will become part of the basis of the company, in such a 

way that will allow it to be associated with knowledge structures already possessed, resulting 
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in innovations of incremental type. Therefore, the diversity at the base of knowledge has an 

effect on radical innovation (Hansen and Birkinshaw, 2007). 

In the case of exploitation capacity, this improves efficiency and focuses on offering new 

solutions close to the experience that the company already has (March, 1991; pp.75). It is 

built on the basis of existing knowledge, favoring the development of incremental 

innovations (Benner and Tushman, 2003; pp. 241). The exploitation capacity allows the 

better understanding of the value and applications of the knowledge base and, therefore, is 

the basis for developing the skills, products and current processes. 

For the purpose of this study, the authors will focus on both explorative and exploitative 

innovation. Exploitative innovation i.e. the type of innovation that copes with the 

improvement of the organizations‘ efficiency, its products, services and processes, is 

constantly relative in telecommunication industry, because its core service is quite specific 

and cannot be significantly altered, enriched or diversified. In addition, exploratory 

innovation in telecom industry in the form of new products and services and alternative 

customer service processes are expected to be introduced occasionally to gain competitive 

advantage, retain customers‘ preference or search for additional sources of revenues.  For 

example, one of the firms included in this study enriched its service portfolio in 2008, 

introducing pay TV, to mitigate the loss of shrinking fixed telephony customer base, 

triggered by the end of monopoly in 1996. 

 

 

 

 

2.2 Transformational and transactional leadership 

 

The first reference to transformational leadership was made by Burns (1978; pp. 116), 

followed by Bass. Bass (1985; pp. 86) studied the type of adaptive leadership, where leaders 

help in recognizing and accepting new challenges that arise in rapidly changing 

environments, then appropriately respond to them. He named that type of leadership 

―transformational‖. Adaptive leaders help employees generate creative solutions to complex 

problems, while at the same time they work towards employees‘ development to take 

broader responsibilities and encouraging them to create meaning for themselves at work 

(Bennis, 2001; pp. 124). According to DuBrin, ―a transformational leader is one who brings 

about positive, major changes in an organization‖ by pushing followers think and act beyond 

their self-interests and toward the good of the organization, accomplishing their 

development and transformation (DuBrin, 2013; pp.111, 123). Avolio argued that 

transformational leadership strengthens followers‘ development, by inspiring them to 

accomplish what they believed impossible, challenging them to think in unfamiliar ways, and 

motivating them to act and perform according to organization‘s values and high moral 

standards (Avolio, 1999; pp. 147). 

 

Transformational leadership moves followers beyond immediate self-interests through four 

theoretically distinct components: charisma or idealized influence, inspirational motivation, 

intellectual stimulation, and individualized consideration (Bass, 1999; pp.11, Avolio, Jung and 
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Berson, 2003; pp. 148). While charisma and idealized influence are both associated to serving 

as role models, idealized influence aims at placing followers‘ needs first, sharing risks and 

accepting a common set of principles and values. Inspirational motivation entails providing 

to followers‘ vision for the future, giving meaning to their work to accomplish self-

motivation. Intellectual stimulation involves inducing followers to question assumptions, and 

to solve existing problems with new ways and creative solutions. Lastly, individualized 

consideration is paying attention to followers‘ individual needs for growth and well-being, by 

coaching, mentoring and by creating growing opportunities, such as organizational learning 

(Bass et al., 2003; pp. 96). 

 

Charisma or idealized influence is the key factor of success leader as it draws the degree 

to which ―followers respect, trust and identify with the leader‖ (Prasad and Junni, 2016; 

pp.1547). Charismatic leaders can influence their employees, to inspire and to conquer the 

trust and respect, in a way that fosters followers‘ intrinsic motivation to achieve goals 

(Vaccaro, Jansen, Van Den Bosch, and Volberda, 2012; pp. 32). The concept of the 

charismatic leader is linked to the climate of acceptance and support. The leader who has 

charisma is more likely to affect his subordinates in relation to the one who does not (Spahr, 

2016). The charismatic leadership is highly opposed to the transaction, which is a mutual 

transaction between leader and employee (Burns, 1978; pp. 129). Idealized influence 

exercised by the leader to his subordinates, has to do with the creating a climate of pride, 

security and confidence that they can cope with assigned activities, encouraging an optimistic 

picture of the organization‘s vision (Bass and Avolio, 1994; pp. 112). The charismatic leader 

stands for confidence in his beliefs, opinions and abilities, creates a vision and fosters 

commitment to implement it, makes his followers to surpass their personal interest and 

adopt the vision of the organization (Yi-Yang, 2016). Such leaders often embrace the view of 

the radical changes aiming at their objectives realization and often distinguished by 

unconventional behavior. Moreover, charismatic leaders have communicative gifts and can 

motivate and support his subordinates (Yukl, 2009; pp. 50).  
 

Inspirational motivation refers to the ability of the leader to communicate a compelling 

shared vision to his followers, exhibiting optimism and passion about organization‘s 

objectives, helping them to find meaning in their work and motivating them to pursue 

organizational goals (Prasad and Junni, 2016; pp.1547) 

Idealized influence and inspirational leadership envision the future and how it can be 

reached, set the example, and set high standards of performance, while inspiring confidence, 

in a way that followers want to identify with such direction (Bass, 1999; pp.11) 

 

Intellectual stimulation refers to leaders encouraging followers to find new ways of solving 

tasks, challenging and improving the existing methods, taking risks. A leader of this style 

should endeavor to promote original ideas to solve problems, even if he needs to learn from 

existing. To promote creative thinking transformational leaders endorse risk-taking, 

questioning the status quo, even ask challenging questions in a way that followers start to 

believe that they can do the unachievable or what thought to be impossible. The latter is 

known as Pygmalion effect, in which the leader sets high performance standards and then 
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the follower brings about the expected results, almost unconsciously (DuBrin, 2013; p243). 

Intellectual stimulation helps employees to become more innovative and creative. A great 

example of transformational leader that promoted innovative thinking was Steve Jobs, the 

founder of Apple Inc., who conveyed his passion for simple and elegant products to his 

team bringing to life a number of technological breakthroughs. An example of Jobs‘ 

behavior of pushing followers‘ creativity to the edge was Macintosh system innovation. Larry 

Kenyon, the engineer who worked on the system, was asked by Jobs to fasten its boot-up 

time, but Kenyon thought that it was not possible. Jobs asked ―If it would save a person‘s 

life, could you find a way to save 10 seconds off the boot time?‖ and explained that 10 

seconds for 5 million users every day would end up to 300 million hours savings per year. 

After a while, Kenyon accomplished 28 seconds faster boot-up time (Isaacson, 2012; pp.6). 

 

Individualized consideration refers to leader‘s ability to behave differently to each 

follower, considering his own needs, potentials and concerns, and where necessary to act as 

mentor to develop each person‘s strengths and skills. Individualized consideration pays 

attention to the development of employees, by supporting, coaching them and delegating 

challenging assignments to them as opportunities for their growth (Bass, 1999; pp.11). 

 

In contrast to transformational leadership, transactional leadership focuses on routine 

transactions, task accomplishment and rewarding employees for meeting standards, known 

as contingent reinforcement (DuBrin, 2013; pp. 123). In transactional leadership, followers 

accept or comply with the leader‘s guidelines because, in exchange, they expect to receive 

praise, recognition and rewards, if they successfully carry out their tasks or to avoid 

punishment. Transactional leaders clarify expectations and offer recognition to subordinates 

upon goal achievement and this drives to achieving the expected levels of performance 

individually and collectively (Bass, Avolio, Jung and Berson, 2003; pp.208). When 

transactional leadership focuses more on corrective actions, leaders specify the standards for 

compliance and ineffective performance, and may punish followers for not meeting the 

standards. This style of leadership, known as ―active management by exception‖, includes 

closely monitoring for mistakes or deviances and interfering with corrective action (Bass, 

2003; pp.208). Bass (1985; pp. 96) claimed that transactional leadership builds the foundation 

for relationships between leaders and followers, because it communicates clear expectations, 

clarifies responsibilities, negotiates contracts, and provides recognition and rewards for 

achieving expected performance. 

 

Research has shown that transformational leadership contributes to encouraging employees 

towards exploratory innovation while transactional leadership contributes to employees‘ 

behavior towards exploitative innovation (DuBrin, 2013; pp.467-468). It seems reasonable to 

expect a positive relationship between transformational leadership and innovation because 

transformational leadership enhances followers‘ motivation beyond their self-interests and 

encourages them to challenge the status quo (Keller, 2006). Keller in particular showed that 

the inspiration and intellectual stimulation effects of transformational leadership are more 

effective in research teams whose success requires radical, original innovations and the 

importation of knowledge from outside the team (Keller, 2006; pp. 209). On the other hand, 
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transactional leadership is not expected to have a positive relationship with innovation 

because it promotes an exchange-base relationship by clarifying goals, rewarding goal 

achievement and intervening only when necessary (Bass, 1999). 

 

Jung, Wu and Chow (2008) studied how CEOs transformational leadership affects 

innovation at the organizational level. The results from their tests indicated a direct positive 

effect of CEOs transformational leadership on firm innovation and further revealed 

moderating effects by two environmental factors: uncertainty and competition and four 

organization‘s characteristics: climate of support for innovation, formalization, centralization, 

and empowerment (Jung, Wu, and Chow, 2008; pp. 591). 

 

Transformational leadership has a positive influence on the willingness of employees to 

collaborate in order to achieve the objectives of the organization, since it is not based solely 

on tangible incentives and rules to be able to monitor their employees (Daft and Marcic, 

2009; pp. 141). Through transformational leadership, an organization can develop to its 

vision, as employees are convinced to prioritize the good of the organization, shared vision, 

above their individual interests and can achieve excellent results. Perhaps the most difficult 

task of a leader is to create incentives for employees. Transformational leaders are more 

effective when the company is relatively new (in infancy) or when it is threatened its survival. 

The leaders are, for the employees, those who will make their future dreams reality. A 

transformational leader emphasizes the creation of social networks with his subordinates and 

developing relations with them (Daft and Marcic, 2009; pp. 143). Transformational 

leadership is based on transactional leadership to reward issues. But like all things, and this 

leadership style has its negative aspects, it is difficult to grow when there is excessive zeal of 

the subordinates, and when the subordinates are always positive in everything, because good 

two-way communication is lost (Waldman, Berson and Keller, 2009; pp. 152).  

 

While our literature review indicates, in general, that transformational leadership correlates 

positively with innovation, Rosing suggests that a transformational leader needs to 

complement his visionary by focusing on different aspects of the innovation process, such as 

social control and supporting environment, implying that transformational leadership is 

related to innovation in case certain specific conditions are met (Rosing, Frese and Baush, 

2011; pp.962). 

 

Transformational leadership is identified as the most suitable to lead the organization 

towards innovation, being seen as a process of interaction between two or more people 

usually involves structuring or restructuring the situation, perceptions and expectations . This 

type of leadership seeks to guide creativity in the members of the organization or group, 

creating emotional links between them, transmitting the importance of having a shared 

mission and instilling a sense of purpose and address; becoming the engine and transmitter 

of the culture of innovation and of the diffusion of knowledge that manage to influence the 

organizational performance. Transformational leadership, when contrasted with other types 

of leadership as the ―traditional‖ is realized that it stimulates innovation generating great 

advantages in the organizational performance (Jung, Chow and Wu, 2003).  
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Prasad and Junni (2016) conducted an advanced study with survey-based data from 

executives in 163 companies in USA and their findings showed that in dynamic 

environments CEO transactional leadership behavior is less effective than transformational 

leadership in pursuing organizational innovation. Their logical explanation connected to the 

fact that transactional leadership relies on clear expectations about business results, work 

activities and employees‘ behaviors, which bring rigid organizational routines and might stifle 

innovation and to the uncertainty; budget and goals fail to meet actual sales and results. 

Prasad and Junni study‘s overall findings indicate that CEOs play a significant role in 

supporting organizational innovation through both transformational and transactional 

leadership behaviors, when adapting their behaviors accordingly to the environment: 

transformational leadership can be effective in a dynamic environment, as it helps employees 

to be more flexible, think out-of-the- box, and engage to long-term goals. While in stable 

environment, transactional leadership is more effective, as it provides employees an explicit, 

hands-on and framed approach to cope with innovative activities when their goals and 

activities are unchanged and predictable (Prasad and Junni, 2016; pp.1559-1560). 

 

Jansen via empirical research (2009) validated that transformational leadership contributes 

significantly to exploratory innovation while transactional leadership facilitates improvement 

in existing knowledge -associated with exploitative innovation-,  and suggested that leaders 

should be shaping the strategic direction of the company through transformational and 

transactional behaviors dynamically, because the level of environmental dynamism plays a 

key role in the relationship between the types of leadership and types of innovation (Jansen, 

2009; pp.15). His study emphasized in the importance of internal triggers to facilitate 

incremental innovation in stable environments: ―though pursuing exploitative innovation is 

effective when customers are not asking for new products and services, the greater push 

offered by transformational leader is needed even for triggering incremental innovations‖ 

(Jansen, 2009; pp.15). Jung et al. (2008) believe that employees‘ ability to take risks and 

experiment might depend on attributes of the organizational context such as work 

constraints or their performance measurement and rewarding. They suggest additional 

research to take place to examine how CEO leadership affects managers and employees at 

different organizational levels and how they interact among themselves to enhance 

innovation (Jung, Wu, and Chow, 2008, pp 592). 

 

Burns (1978; pp. 109) introduced the concepts of transactional and transformational 

leadership as two opposite poles of the same dimension, ie, a leader can be characterized 

either transactive or as transformative. Unlike Bass and his colleagues (Avolio, Bass and 

Yung, 1999) he proposed a model of two separate but complementary leadership styles. 

Empirical data show that there are moderate to high positive correlations of data of 

transformational leadership with the element of transactional leadership, paying for 

performance and there are small to moderate negative correlation of these data with the 

critical leadership. Therefore, the same leader can be characterized by elements of 

transactional leadership and transformational elements. This was also pointed by  Waldman, 

Bass and Yammarino (1990; pp. 385) who showed that when a leader may use the fee-based 
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service to be more efficient and while considered by existing charismatic. Research shows 

that transformational leadership explains wider range of variation in the different 

organizational variable than the transactional leadership, a phenomenon called the 

hypothesis of enhancing. However it is argued that most effective leaders combine 

transformational with transactional leadership and that the transaction is led to the base 

development of transformational leadership, and therefore need to be improved  both types 

in order the organization to have the desired results (Waldman, Berson and Keller, 2009; pp. 

2). 

 

Based on the above, in trying to configure a current style of leadership to promote 

innovation in telecommunications industry, it could be said that the transformational 

leadership would be more in line with this new perspective of the change and innovation, 

since one of its fundamental characteristics is to promote the development of competencies 

in the organization, in which each contributes to organizational change (Seidman and 

McCauley, 2011). While transformational leaders have the ability to change their 

collaborators' perspective, motivate and inspire, transactional leaders reward subordinates for 

complying with the orientations given (Bass and Riggio 2006), the latter, more in line with 

the traditional view of change. It should be noted that transactional and transformational 

leadership behaviors are not mutually exclusive; in fact, they can occur simultaneously in 

managerial practices without affecting a distinctive leadership. 

 

The role of the transactional leader would be more in line with traditional models of planned 

change in telecommunications, in which leaders plan and generate strategies to ensure 

compliance with the processes that will lead to the desired outcome. For this, an 

instructional and managerial style can be more functional. Likewise, from the traditional 

paradigms, rewarding the expected behaviors is usual when the change is oriented towards 

the aim to maximize efficiency with minimum risk, which is reinforced by the leader through 

providing recognition to followers upon achievement of the desired goals (Bass, 1985; pp. 

163). The dynamics of the leader-follower relationship within the transactional leadership 

implies an explicit exchange or an implicit negotiation between one another. Recognition and 

reward might come with tangible and intangible incentives. To promote creative thinking 

and acting and foster innovation, organizations rely on setting innovation-oriented 

performance targets and providing rewards, usually monetary to the employees with extra-

ordinary evaluation. However, certain critics state that financial incentives might not drive to 

desired creative performance, since people usually become extrinsically motivated when they 

focus on tangible rewards; they concentrate their attention more on the expected incentives, 

than the activity itself, which hinders creativity and innovation (Amabile, 1996; Putwain, 

Kearsley, and Symes, 2011, Yoon et al., 2015; pp. 383). In the opposite side, other critics 

believe that promised, contingent extrinsic rewards might indeed improve creative behavior 

by linking creative process and reinforcement and by promoting self-determination 

(Eisenberger and Aselage, 2009, Yoon et al., 2015; pp. 383). 
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2.3 Loose-tight leadership, Participative leadership and 
Empowerment 
 

In fast changing environments, managers do not have adequate knowledge of neither the 

actions nor the exact expected results to bring exceptional business performance. Creativity 

and innovation are expected not only from managers but also from all levels employees. 

Applying tight action controls could bring behavioral displacement and stifle creativity, while 

tight result controls without having set the right measures and appropriate targets might de-

motivate employees. Therefore, organizations apply simultaneous tight-loose controls to 

foster innovation; loose because they allow and encourage autonomy, entrepreneurship and 

innovation, tight because employees share a set of rigid values. The value-sharing concept 

can be achieved by strong culture or by selectively using tight controls over the few key 

actions or results that are most significant for organizational success (Merchant and Van der 

Stede, 2012; pp.216). 

DuBrin suggests that practicing loose-tight leadership enhances innovation. Loose-tight 

leadership has similarities with the democratic leadership, as it assumes that people are 

motivated by internal incentives and impulses, but at the same time the need for freedom to 

decide and to complete their work. The leader does not provide any guidance or assistance. 

Looseness refers to giving space to members for ideation and exploration, while tightness 

refers to choosing the best solution among alternative ideas. This technique implies letting 

employees to trial and error without applying penalties (DuBrin, 2013; pp.439). 

 
In modern organizations, leaders frequently share decision making with the group members 

in the leadership style known as participative, shared, or collaborative leadership, a style that 

focuses on manager‘s openness, as employees are motivated to express their ideas and have 

an active role in important business decisions. The climate fosters discussions, knowledge 

sharing, employees‘ responsibility and empowerment. During the participatory system, the 

leader has confidence in the team. Decisions are made democratically, where team members 

are involved in decision making. In addition, the majority principle is in effect. The main 

feature is the two-way communication and teamwork. Likert found that the participative 

leadership style is the most effective and efficient. He also claimed that there is no causal 

relationship between leadership style and team efficiency, but is created by the intervention 

of a category other variables, which, according to Likert, are called interveners (DuBrin, 

2005; pp.255). 

Participative leadership is nothing more than a form of leadership, which, however, is 

characterized by democratic structures and conditions that make possible participation, 

representation and promotion of all stakeholders of a school organization. It is, in short, the 

leadership of the many against few. The basic elements of participative leadership are (Keller, 

2006): 

 

 Creation and maintenance of a common vision and objectives for the development 

and improvement of the organization, 
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 Encouraging employees to take leadership for organization‘s development that meets 

the processes that lead to continuous improvement, 

 Creation of high expectations for all, 

 Development and maintenance of a high level of common knowledge on the 

business practice to improve the organization‘s results, 

 Cooperation and team spirit, 

 Open climate and authentic communication (Keller, 2006). 

 

Participative leadership in literature is associated to creativity and innovation. Steve Jobs, 

known for his ability to foster creativity and innovation among his teams, was quite open to 

members‘ ideas. During Job‘s interview in 2008, he claimed that when a good idea comes, he 

moves it around, take different peoples‘ opinion and explore different aspects of the idea 

(Morris, B., 2008).  Jobs openness to employees‘ ideas brought to life and added to Apple‘s 

success the breakthrough of iPhone mobile device. In his interview, Jobs mentioned another 

innovation that came from team members, to place sophisticated operating systems inside a 

phone: ―We had a big debate inside the company whether we could do that or not... The 

smartest software guys were saying they can do it, so let's give them a shot. And they did.‖ 

(Morris, B., 2008; pp.1). 

The role of the leader to innovation is becoming more important, as it has to do with a grid 

of small leaders who expect the same guidance and support, which increases the need for 

him to develop organizational skills, ingenuity, foresight, flexibility etc. Sharing of leadership 

among the team members, and therefore participatory decision-making, is leading arguably in 

better decisions and troubleshooting strategies to increase productivity and innovation. 

 

Practices that grow empowerment -the situation that the leader passes decision-making 

authority and responsibility to his group members- complement participative management 

practices and when effectively applied, they bring  meaning to follower‘s work, self-efficacy, 

internal commitment, self-determination, overall higher motivation and productivity 

(DuBrin, 2005; pp. 345 - 346). Empowerment, including employees‘ freedom to choose the 

method, is particularly helpful in fostering creative thinking (DuBrin, 2005; pp. 433) 

 

Psychological empowerment is described as a state that involves four cognitions relating to 

each other; meaning, competence, self-determination and impact (Thomas and Velthouse, 

1990, Spreitzer, 1995, Bass, 1999; pp.31).  Meaning is reached when employee‘s role and 

organizational values match his personal values. Competence refers to his perception that he 

is capable to do his work (self-efficacy). Self-determination refers to employee‘s belief that he 

has autonomy to make his own decisions and trigger actions at work, while impact describes 

the influence he has to the strategic or operational activities and outcomes within the 

organization. It is possible to assume that the aspects of transformational leadership act 

through and have a linkage to empowerment, an hypothesis that has been tested empirically; 

e.g. intellectual stimulation affects follower‘s perception of competence, charisma yields 

follower‘s meaning that drives to commitment, individualized consideration might enhance 

self-determination and impact that influences intrinsic job satisfaction (Bass, 1999; pp.31). 
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Damanpour (1991) has recommended that empowerment promotes innovation as it raises 

employees‘ awareness, involvement and engagement, while research has associated 

empowerment as a prerequisite for developing intrinsic motivation (Jung, Wu, and Chow, 

2008; pp. 590). Leaders allowing followers the freedom to choose their assignments and how 

to reach their targets, is believed to stimulate organizational innovation. Jung et al. have 

reasons to support that empowerment should be treated not only individually but also as an 

organizational level construct, which would indicate employees‘ shared collective judgment 

of the degree of their granted autonomy and flexibility (Jung, Wu, and Chow, 2008; pp. 590). 

 
 
 
 

2.4 Initiating structure and achievement-oriented leadership 

 

Initiating structure in leadership focuses on activities of task assignment and scheduling, 

following procedures, clarifying expected results and setting realistic goals. It is also known 

as task orientation or task motivation (DuBrin, 2005; pp.255). Keller studied 

transformational leadership, initiating structure and other substitutes for leadership as 

longitudinal predictors of performance in 118 R & D project teams and suggested to bring 

initiating structure back into models of leadership for teams, because it may be a significant 

complement to transformational leadership in providing detailed directions that followers 

need and may not get from transformational leader (Keller, 2006; pp. 209). Initiating 

structure was more effective in development teams, where incremental innovations and 

modifications of existing products take place, and leaders tend to be more directive. 

Similarly, Rosing,  Frese and Bausch have analyzed different studies and found that initiating 

structure correlates positively to exploitative activities and therefore is more effective in 

development teams than in research teams (Rosing, Frese and Baush, 2011; pp. 963).  

 

Achievement-oriented leaders set challenging goals and high expectation to their 

subordinates and push them to improve their results (DuBrin, 2005; pp.281). The role of 

leadership is to engage all employees to achieve organizational goals, regardless of rank, 

because all team members work in the same direction, share the same objectives: all are in 

the same "boat". Moving the discourse to socially responsible practice means opening spaces 

for dialogue, building trust and sharing information, motivating employees to discuss, give 

the freedom to make suggestions and apply solutions to problems that directly affect them 

(Yan, 2011; pp. 394). 

 

 

 

2.5 Consideration and LMX 

Consideration is the degree to which leaders create an environment of emotional bonding 

and support, friendliness and mutual trust among the team members (DuBrin, 2013, p240). 

Rosing et al. looked into the previous studies of Keller (1992), Osborn and Marion (2009) 
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and Stoker et al. (2001) and found a small positive relationship between consideration and 

innovation suggesting further empirical research (Rosing, Frese and Baush, 2011; pp.963). 

Among the theories explaining that most successful leaders influence their subordinates, the 

leader - member exchange theory maintains a unique position. ―Leader-member exchange 

(LMX) model proposes that leaders develop unique working relationships with group 

members‖ and this results to in-groups and out-groups (DuBrin, 2013; pp.191).The leader- 

member transaction relationship focuses on the quality of interpersonal binary between the 

manager and the subordinate. In Leader-Member exchange model, the relationship between 

the leader and the organization's members determine the type of roles that will adopt in 

order to maximize job satisfaction, organizational commitment, trust, open communication 

and mutual respect.  

 

Specifically, leaders develop high quality exchanges with some subordinates, and these 

relationships are characterized by trust, liking and respect. Although, with other 

subordinates, leaders can shape lower-level exchanges limited to provisions of a working 

contract. Examining the quality of these relationships is key to understand how leaders 

influence and are influenced by them their subordinates. 

Specifically, Schneider, Gardner, Hinojosa and Marin (2014; pp. 414) in their research 

consider that the theory leader –member exchange argues that leaders develop various kinds 

of relationships with each of their subordinates through a series of exchanges that are related 

to work. The quality of this leader - member exchange is considered to reflect the extent to 

which the leader and the subordinate exchange mutual funds and support. While poor 

quality exchange relationships between leader-member are established directly from the 

contract work, high quality relationships include exchanges both of materials and non-

material goods, beyond what is required by the standard work of contract. In the latter type 

of relations, the members of the exchange leader - member generally show high levels of 

mutual respect, trust, affection and obligation. The development of differentiated relations 

between leaders and subordinates reporting directly to them in the working groups is 

referred to as the differentiation of leader - member exchange (Henderson, Liden, 

Glibowski, and Chaudry, 2009; pp. 519). High differentiation within a project team or a team 

shows that there is a wide range in the overall quality of exchange relations between leaders - 

members, while the low differentiation refers to a context which the breadth of the overall 

quality of exchange relations of leaders – member within a work group or a group is small 

(Tee, 2015; pp. 655). 

 

Managers seem to provide the desired treatment to their subordinates with whom they have 

high quality exchange relations of leader – member. In return, the current seems to 

reciprocate the desired treatment by their superiors to participate in except ex-social role 

behaviors and outside efforts duties (Tee, 2015; pp. 657). Positive LMX is facilitating 

transformational leadership because followers with high-quality relationships of mutual trust 

are inspired to bring about the change (DuBrin, 2013; pp.193). Rosing studied five studies on 

LMX and found that followers in high quality relationships are willing to risk more than 

followers in low quality relationships. Therefore, LMX, by calibrating leadership behaviors to 
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individual followers positively and consistently relates to innovation (Rosing, Frese and 

Baush, 2011; pp.964). 

 

The results of the research of Daniel (2011) provide novel evidence that high quality leader-

member exchange relationships lead to supportive behaviors from the manager, explained 

through of supporting communication of managers with subordinates with whom they have 

high quality relations. These dynamic, in turn, influence the attitudes and behaviors of 

members in satisfaction conditions of work, change of intent and the associated 

performance of the project. Moreover, Scandura and Pellegrini (2008) suggest that the 

relationship of leader-member may not be as stable as is be shown by previous researches. 

That is why effective managers are needed not only to gain confidence of their subordinates 

but to learn and to maintain it. Tung and Yu (2016) confirmed that the high-level leader – 

member exchange relationships are reserved successfully, companies must inform their 

managers about possible adverse results of increased obligations and stress on high quality 

leader – member exchange relationships (Tung and You, 2016). 

 

The preceding analysis provided a brief but thorough review on the topics of leadership 

styles and innovation, focusing on the characteristics, advantages and disadvantages of the 

transformational and transactional leadership and their correlation with innovation. Since 

this paper focuses on the telecommunications industry, the authors find it necessary at this 

point to make a short literature review on the issues of leadership and innovation in telecom 

organizations. The bibliographic research the authors conducted, however, did not return a 

large volume of papers and other academic material.  

 

Kuchinke (1999; pp.135-145) conducted a survey among the German and American 

employees (managers, engineers and production employees) of a telecommunication 

company with the purpose of examining their differences in leadership styles and work-

related values. They used Bass and Avolio‘s full-range leadership theory as well as Hofstede‘s 

theory on culture. The results of their survey showed that the U.S and German offices had 

differences in two transformational leadership characteristics i.e. charisma and inspirational 

motivation. On the other hand, the transactional leadership levels of both sites were found 

to be almost identical. Their study also showed that cultural values had a relatively small 

effect on leadership styles, which can be attributed to the fact that leadership is a quite 

complex phenomenon and depends on many variables.  

 

Deschapelles (2012) suggested that in the highly versatile and fast moving 

telecommunications industry (mobile in particular), leadership is undoubtedly the most 

significant lever. The paper claims that mobile telecommunication companies have 

traditionally been led by executives who focused heavily on client interface, technical 

excellence and increase in the number of subscriptions and value-added services. 

Nevertheless, in the days to come telecom executives will need to develop a broader set of 

leadership strengths and critical competencies such as: 

- Strategic orientation 

- Change Leadership 
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- Team leadership and people development 

- Collaboration and influence 

- Results orientation 

While this study does not highlight the issues of leadership styles and innovation, it 

nevertheless provides a clear picture of what elements/characteristics future telecom 

executives must possess in order to be able to compete in this highly competitive 

environment.  

 

Berson and Avolio (2004; pp.625-646) examined the effect of leadership style in top and 

middle level managers in a large telecom organization on their effectiveness to express 

strategic goals. Their research revealed that transformational leaders perceived goals as 

prospector-oriented and were considered as effective communicators. Managers who report 

to transformational leaders used to have higher levels of agreement on their strategic 

organizational goals. They also raised several implications for linking transformational 

leadership with the strategic role of a leader. Along with their conclusion that 

transformational leadership significantly contributes to implementing strategic organizational 

goals, Berson and Avolio suggested that further research would be useful regarding how 

transformational leaders can create an open learning environment, which would enable 

followers‘ deeper exploration of the strategic vision, better understanding and questioning of 

existing strategy, and finally a greater adaptation and innovation, especially during times of 

instability and uncertainty (Berson and Avolio, 2004; pp.643). 

 

As far as innovation in the Greek telecom industry is concerned, it can be noted that Greek 

telecom organizations have invested massive amounts over the last 15-20 years on the 

improvement of their infrastructures and services and the adoption of new technologies such 

as VoiP, VPN etc.(EETT, 2015; pp.11) The liberation of the Greek telecom market also 

played a major role in that since it increased the level of competition among the various 

market players and increased investments on new technologies and innovative ideas/services 

(EET, 2015; pp.1-11). Nevertheless, from the point of academic literature, innovation in the 

Greek telecom industry has not been thorough studied. In fact, there is almost no research 

or academic paper focusing on that specific area. This is another reason why the authors 

chose this particular industry to conduct their research. The conclusions and implications 

from their work will definitely be of value to the managers of Greek telecom organizations 

and will contribute to the promotion of innovation. 
 

 

 

2.6 Implications from theory 
 

Our analysis above provided a comprehensive overview of the different types of leadership 

and their respective characteristics, advantages and disadvantages as well as the concept of 

innovation in an organizational context. The literature review enabled the authors to discern 

the basic characteristics of various leadership styles and understand how different styles 

apply to different contexts. At the same time, it shed more light on the concept of 
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innovation, as opposed to creativity, and its different types (e.g. exploratory vs. exploitative 

innovation). In the light of this analysis, the logic behind our research question becomes now 

more clear and specific: it would be very helpful for the managers of modern service-

oriented organizations to understand if a transformational or a transactional leadership style 

is more effective for the development of a culture of innovation within the organization. 

They could therefore ―adjust‖ their leadership style to the one that has proved to be more 

effective, in order to encourage the development of exploitative innovation and bring about 

radical improvements to the internal processes and procedures. 

The theoretical implications of our analysis above show at first glance that transformational 

leadership is a more effective leadership style for the development of a culture of innovation 

within a telecom organization. This implication, that will undoubtedly need to be verified by 

the empirical research, is based on the characteristics of transformational leaders as described 

above, as well as the work of several researchers (DuBrin, 2013; pp.111-123, Jansen, 2009, 

Rosing et.al, 2011; p.962; Berson and Avolio, 2004) who suggested that transformational 

leadership contributes significantly to innovation even under certain restrictions or criteria. 
 

 

 

3. Method 
 

Our paper will employ a combination of two different research methods, namely a literature 

review and an empirical research. The literature review is essential in order to identify and 

evaluate the current state of research in this topic, identify the key researchers, the key 

questions that need further research as well as the determination of methodologies used 

from previous researchers. The literature review will also enable us to conceptualize the 

findings of the primary research (Ranjit, 2011; p.54).  

 

The authors anticipate that this research will shed more light on several aspects of leadership 

in modern service organizations in Greece, and more particularly, on how leadership is 

related to innovation. It will also help the authors understand what particular aspects or 

elements of transformational and transactional leadership foster and encourage innovation 

within the organization. 

 

The empirical research has been conducted in a sample of 61 high-level and medium-level 

managers (directors, deputy directors and line managers) working in large-size Greek 

telecommunication companies. 

The reason that authors choose to focus on the Greek telecom industry is that it is a highly 

innovative, technology-oriented and highly competitive industry that belongs to the service 

sector, which contributes approximately 83% to the Greek GDP (EETT, 2015; p.6-57). 

More specifically, the authors have decided to focus on the Greek telecommunications 

industry and use it as a case study, due to the following reasons: 
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 It is a highly innovative and competitive industry currently dominated by ten 

companies operating in the field of mobile and fixed telephony. With the degree of 

penetration of mobile and fixed telephony services exceeding 120% in Greece 

(EETT, 2015; p.57), the telecom sector is a mature market and fits perfectly the 

research objectives of this paper. 

 It is a technology-oriented industry and matches with the academic and professional 

background of the authors. Despite the shrinking profits of most telecom companies 

in Greece since 2009, there is still a strong focus on innovation on both the core 

service (i.e. telephony/internet/cable television) as well as the supplementary services 

to the customer that affect his satisfaction (e.g. customer service, technical support 

etc.). In particular, the average spending of the Greek telecommunications sector on 

R&D amounts to 13.3% of their turnover (2015) (EETT, 2015; p.6). 

 It belongs to the service sector which contributes approximately to 83% of the total 

Greek GDP (2015) 

(http://www.kathimerini.gr/820152/article/oikonomia/epixeirhseis/alpha-bank-

ay3hsh-ths-symvolhs-toy-tritogenoys-tomea-sthn-ellhnikh-oikonomia-logw-toy-

toyrismoy, 16/3/2017) 

 The total turnover of the telecommunications industry in Greece in 2015 was 5.01 

billion Euros. Despite the fact that it plunged by almost 37% since 2009 due to the 

economic crisis in Greece and the overall market pressure and downsizing, its 

contribution to the Greek GDP is still significant (EETT, 2015; p.11). 

 The size of telecom organizations in Greece (e.g. in terms of capitalization, number f 

employees etc.) is significantly high and this implies that their degree of internal 

organization and corporate governance is very developed. This makes them ideal for 

the purposes of this study. At the same time, it will allow the authors to make some 

general conclusions and implications for other service-oriented organizations of 

similar size (EETT, 2015; pp. 1-15). 

 One of the authors has previous experience and strong connections in the telecom 

sector. This will facilitate the implementation of the empirical research. 

 

The companies chosen to participate in the survey are the dominant player of the fixed 

telephony, internet and pay TV service market and the leader of the mobile telephony 

market, because maintaining leadership in a high competitive context creates an environment 

of stress and makes it necessary to redefine established workflows and products via 

organizational innovation. Additionally we have included the two best competitors of the 

leading companies, because we have considered that willingness to become better that the 

leading company by attracting its customers is a strong motivation, and the way to 

accomplish it often includes launching innovative products first and investing in best-in-class 

customer experience. All companies have more than 1.000 employees and are well 

established in the market as they have been established more than 19 years before.  

This is considered to be an efficient sample for the purposes of this research (in fact it is the 

maximum number of respondents that could be reached given our time constraints), whereas 

the fact that all respondents are going to be managers makes the research more valid and 

adds to its credibility, given that the key research question is about leadership style and 

http://www.kathimerini.gr/820152/article/oikonomia/epixeirhseis/alpha-bank-ay3hsh-ths-symvolhs-toy-tritogenoys-tomea-sthn-ellhnikh-oikonomia-logw-toy-toyrismoy
http://www.kathimerini.gr/820152/article/oikonomia/epixeirhseis/alpha-bank-ay3hsh-ths-symvolhs-toy-tritogenoys-tomea-sthn-ellhnikh-oikonomia-logw-toy-toyrismoy
http://www.kathimerini.gr/820152/article/oikonomia/epixeirhseis/alpha-bank-ay3hsh-ths-symvolhs-toy-tritogenoys-tomea-sthn-ellhnikh-oikonomia-logw-toy-toyrismoy
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innovation. It would for example be rather untypical to ask questions related to leadership 

style and innovation in low ranking employees within an organization since most of them 

would not understand the difference between transformational and transactional leadership. 

 

For the survey we built one common questionnaire consisting of three sections; one 

regarding leadership behaviors, one regarding organizational innovation and one regarding 

empowerment. The questionnaire was sent via email to the respondents, the contact details 

of which have been obtained from inside the companies since one of the authors is working 

for the last 11 years in telecom companies as a middle manager. The email was sent to 120 

managers from different organizational units such as: Marketing, Product development, 

Business Strategy, Marketing Communication, CRM, IT, Network, Customer Finance, 

Customer Service etc. The candidates were asked to answer the survey online. The 

questionnaire was set up via Conferience tool. Conferience is an interactive web-app 

facilitating direct interaction among speakers and their audience for events such as: lectures, 

presentations, conferences, polling, training courses, seminars, focus groups, research and 

(executive) meetings. The authors have cooperation with Conferience Company and have 

access to an interface that designs online polling and has access to the collection of 

responses. 

 

 

Independent variables 

 

To measure the transformational/ transactional leaderships of the CEOs/managers we used 

the MLQ-6s questionnaire developed by Bass and Avolio (1997). In fact, this is the most 

common and widely used questionnaire for surveys related to transformational leadership. 

Similar methodology was used in many other similar studies with great success, such as Jung, 

Chow and Wu (2003) and Prasad and Junni (2016). Based on the scale provided in the MLQ-

6s questionnaire and the points collected from each respondent we will be able to determine 

how transformational or transactional a management style is. The questions asked in the 

survey are included in Appendix A. The Multifactor Leadership Questionnaire includes 21 

questions, which are then grouped on the following seven factors that are related to 

transformational leadership: Idealized Influence, Inspirational Motivation, Intellectual 

Stimulation, Individualized Consideration, Contingent Reward, Management-by-exception, 

Laissez-faire Leadership.  Each respondent‘s score for each factor is determined by summing 

three specific items on the questionnaire (Appendix A).   

In the past authors that have used the MLQ survey method have raised the issue whether the 

components of transformational leadership should be considered independent of contingent 

reward leadership or the latter should be treated as a separate factor and weather the 

components of transformational leadership could not be individualized empirically (Avolio, 

Bass and Jung, 1999; pp.442). Bass and Avolio (1993) replied to critiques of the MLQ survey 

and asked researchers to do additional research by using of a revised version of the MLQ 

survey (Form 5X) on different leadership styles. By measuring extended leadership styles, 

specific drawbacks came up; Great possibility of tapping into the actual range of leadership 

styles across different cultures, probability to have moved closer to developing a basis for a 
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more effective and comprehensive means for leadership assessment, training and 

development. Thirdly, more attention eventually have been given to transformational 

components discussed the last 20 years, in comparison to transactional components that 

have been discussed in the literature for at least 50 years (Avolio, Bass and Jung, 1999; 

pp.460). 

Antonakis et al. tested the validity of the nine-factor leadership model and factor structure of 

MLQ (Form 5X) proposed by Bass and Avolio by applying it to homogenous samples 

with3.368respondents and found that the MLQ (Form 5X) is a reliable tool that can 

successfully measure the theoretical components of leadership. Although MLQ (Form 5X) 

model and any leadership survey model, will never measure all possible leadership 

dimensions, it is the foundation for further research to interpret the ‗new models of 

leadership (Antonakis, Avolio and Sivasubramaniamc, 2003; pp.286). By correlating these 

variables (degree of transformational/transactional leadership and degree of innovation), we 

will be able to assess which of the two types of leadership promotes more innovation within 

the organization.  

 

Dependent variable 

 

The use of the right innovation metric has been a highly debatable issue to date and there are 

in fact many different approaches as to which one is the most correct, accurate or effective. 

One of the most common innovation models is the Innovation Value Chain of Hansen and 

Birkinshaw (2007). Below are presented some of the most common approaches of 

innovation measurement with a view to justify which one would be more consistent and 

appropriate for the purposes of our research. 

Firstly, we thought to correlate leadership results with the level of organizational innovation 

measured by innovation value chain model. Hansen and Birkinshaw(2007) offer a framework 

for evaluating innovation performance: the innovation value chain. It comprises the three 

main phases of innovation (idea generation, conversion, and diffusion) as well as the critical 

activities performed during those phases (looking for ideas inside your unit; looking for them 

in other units; looking for them externally; selecting ideas; funding them; and promoting and 

spreading ideas companywide). This framework can offer managers the chance to get an 

end-to-end view of their innovation efforts. They can signalize their weakest links and adapt 

innovation practices appropriately to enhance those links. The innovation value chain view 

presents innovation as a sequential, 3-phase process that includes idea generation, idea 

development, and the diffusion of developed concepts. During these phases, managers must 

perform six critical tasks—internal sourcing, cross-unit sourcing, external sourcing, selection, 

development, and companywide spread of the idea (Hansen and Birkinshaw, 2007). 

Innovation Value Chain includes the questionnaire included in Appendix B, addressing to 

about 30 employees from a cross-section of functions within the company. Then average 

score for each activity is calculated and company‘s weakest links will be the highest one or 

two numbers. The highest the score the more innovative a company is. 
 

Considering the complexity generated by the innovation value chain model, measured by 13 

survey items, we abandoned the idea of this model. The reason is that the Innovation Value 
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Chain model is rather complicated and uses various metrics across three different aspects of 

innovation (idea generation, conversion and diffusion). This would make the correlation of 

innovation against leadership style extremely difficult. 

 

Secondly, we examined the potential to correlate leadership variables with the percentage of 

turnover invested in growth projects. In a 2007 survey of the Boston Consulting Group 

(BGC, 2007; pp.10) it turned out that the most frequently used innovation metrics are: 

 Profitability  

 Time to Market 

 Idea Generation and selection 

 Overall health of the innovation portfolio 

 R&D effectiveness and efficiency 

 Life cycle performance 

 Time to volume 

In the same survey respondents replied that if they had limited resources and could use only 

three metrics of innovation, then they would choose (BCG, 2011; p.12): 

 Revenue realized from offerings launched in the past 

 Projected vs. actual performance 

 Total funds invested in growth projects 

 

BCG (2011; p.17) resumes by proposing a combined suite of metrics covering all the key 

aspects of innovation (cash-curve related and other important measures). 

 

Anthony, Johnson, Sinfield and Altman (2008; pp.4-8) who have also studied innovation 

metrics, agree in principle with the above combined suite of metrics proposed by BCG and 

take their analysis one step further by proposing the following innovation metrics that are 

grouped in three different categories (input-focused, process-focused and output-focused): 

 

Input-focused measures: Financial resources dedicated to innovation, Human resources 

focused on innovation, Separate protected resources for noncore innovations, Senior 

management time invested in new growth innovation, Number of patents filed 

 

Process-focused measures: Process speed, Breadth of idea-generation process, Innovation 

portfolio balance, Current growth gap, Distinct processes, tools and metrics for different 

types of opportunities 

 

Output-focused measures: Number of new products or services launched, Percentage of 

revenues in core categories from new products, Percentage of profits from new customers 

(or occasions), Percentage of profits from new categories, Return on innovation investment 

 

Considering the above two innovation metric approaches, we examined to use only a single 

metric of innovation for the purposes of our empirical research: the percentage of sales 

invested in growth projects. 
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The combined suite of metrics of BCG also refers to various metrics across three categories 

(input-related, process-related and output-related), which also makes the issue of correlation 

very difficult. On the other hand, the use of a single metric (which is one of the top three-

rated in the BCG survey, 2007; p. 7) allows the direct and efficient correlation with the 

degree of transformational / transactional leadership that will be assessed with the MLQ-6s 

questionnaire. Furthermore, it is a measure quite easy to obtain from the respondents and is 

not subjective. This will greatly add to the credibility of our research. 

However, because the respondents came from only four different telecommunication 

organizations, we considered that this type of organizational innovation measurement 

would not be valid and therefore we looked into alternative innovation measurements. 

 

As a distinct scale of measuring innovation at the organizational level has not been widely 

and commonly used among previous studies, we reviewed existing literature and developed a 

new measure for this construct. After reviewing relevant literatures on organizational 

innovation (Kimberly, 1981; Damanpour and Evan, 1984; Damanpour, 1996; Lam, 2005; 

Raisch and Birkinshaw and Mol, 2006; Hamel, 2006; Birkinshaw, 2008,) we carefully chose a 

pool of items to tap into the different sides of organizational innovation (i.e. practices, 

processes, structures). We selected six items from existing models to cover both 

improvements in processes and practices across business units and the final objective to 

offer customers innovative products and services, taking the lead from competitors. We 

found interesting Prasad‘s proposition to identify important items concerning different 

aspects of organizational innovation, including changes in organizational structures, 

processes and practices (Prasad and Junni, 2016; pp. 1554), and thus we selected the first 

three items from the model that was created and validated by Prasad and Junni (2016):  
We renew the organization structure to facilitate the firm activities,  

We implement improvements in managing the human resources,  

We implement practices to make sure effective completion of firm activities.  

All the items have been rated using a 5-point scale anchored by 0=―Very strongly disagree‖ 

and 4=―Very strongly agree‖.  

 

For simplicity reasons and accomplishment of fully answered questionnaires by the 

managers, we kept three items out of six that were proposed by Prasad and Junni, in 

particular those that seemed more significant in large organizations in telecom industry. 

The first item was kept because renewing organizational structure incorporates carefully 

selecting human resources and placing them in suitable organizational units, which is vital for 

firms‘ transformation. Maintaining the structure over time does not facilitate the exchange of 

ideas and hinders the opportunity that the right person gets the right position i.e. via 

rotation. The second item reveals the firm‘s intention to manage employees more efficiently. 

This implies that managers seek for better ways to manage their teams so that members are 

more capable, satisfied and thus happy at workplace. Employees‘ enthusiasm will facilitate 

engaging in their work and develop intrinsic motivation that brings creativity. The third item 

was included because it refers to a sense of taking action, changing the existing flows to 

reach desired performance. It is quite often in dynamic environments that changes occur, 

which affect the completion of scheduled activities or the expected outcomes. Developing 
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action plans to mitigate the risks and reach desired performance is vital for organization‘s 

sustainability. The organization‘s ability to design, accept and implement the practices 

included in the action plans is considered organizational innovation. 
 

Additionally, aiming to ensure that organizational innovation is effectively measured we have 

included the following three items that refer to organizations‘ ability to achieve product 

innovation and to enter new markets:  

Our company has created more new products and services in the last three years 

when compared with its competitors,  

Our company often improves the existing products and services,  

Our company often makes use of new market opportunities.  

Again the items were rated using a 5-point scale anchored by 0=―Very strongly disagree‖ and 

4=―Very strongly agree‖. Empirically, from participant- observation in customers‘ surveys 

for the last six years, we have seen that a company‘s ability to create new products and tariffs 

is critical for customers‘ satisfaction in telecommunication industry. Firms strive to be the 

first to launch products, services and customer service processes that will be original and will 

add value to customers‘ life. It builds a perception of dynamic, modern brand image and 

attracts young customers.  

The above items have been included, among others, in the study of Jin et al. and were 

originally created in the research of Bell (2005) and Christensen (2013) aiming at deploying 

the method of multiple indexes of subjective evaluation to measure innovation performance. 

The original study employed 14 measurement items using a 5 rating scale to measure the 

degree of innovation performance, of which 7 items represented its explorative aspect and 7 

items its exploitative aspect. (Jin, Wang, Chen, and Wang,  2015; pp.2213). To maintain a 

simple approach with a manageable number of questionnaire items we have selected two 

items for explorative dimension of innovation (Our company has created more new 

products and services in the last three years when compared with its competitors , Our 

company often makes use of new market opportunities) and one item for exploitative 

dimension (Our company often improves the existing products and services).  Because the 

factor loadings of the items in Jin‘s study were all greater than 0.6., they concluded that 

designed items could successfully estimate the two dimensions of the innovation 

performance. To take maximum advantage of Jin‘s results while keeping a simple pool of 

three items out of 14, we have chosen the three items with the biggest factor loading. Those 

items made sense to one of the authors, who is working the telecom industry for the last 11 

years and actively participates in the operating plans process (that drives investment in 

growth projects), as the most important.  

 

Moderator factor 

 

To measure empowerment as a moderator factor we have used the following four questions 

which were selected from the 12-item scale developed by Spreitzer (1995):  

I have significant autonomy in determining how to do my job,  

I have considerable opportunity for independence and freedom in how I do my job,  

My impact on what happens in my department is large,  
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I have significant influence over what happens in my department.  

All the items have been rated using a 5-point scale anchored by 0=―Very strongly disagree‖ 

and 4=―Very strongly agree‖. Spreitzer‘s model effectively approaches followers‘ perception 

of empowerment based on meaningfulness, competence, self-determination, and impact and 

therefore a number of past studies have used it; Jung, Wu, and Chow (2008), Gumusluoglu, 

and Ilsev (2007), Jung, Chow and Wu (2003).  

 

Control variables 

 

Control variables have been included in our study to interpret the possible explanations: 

research has shown that organizational innovation depends on the age of senior managers 

(Prasad and Junni 2016 p.p.1554, Drazin and Schoonhoven, 1996). The logarithm of senior 

managers‘ age was therefore used in the model. Existing research has also shown that 

manager‘s tenure is negatively related to organizational change (Makri and Scandura, 2010). 

Therefore, we included a control variable based on the logarithm of the number of years that 

the manager had been working for the organization. A control variable measuring managers‘ 

gender -whether the manager was male or female was included. Additionally because firm 

age has been recognized to correlate to innovation (the younger the firm the more 

innovative it is (Hannan and Freeman, 1984) he included in the survey only well established 

firms with more than 18 years existence in the Greek telecom  market -founded before 1999. 

 

 

 

 

 

4. Empirical findings 
 

 

In total 61 managers participated in the current study with complete answers. From the 

sample we have excluded records with partial answers (≈5). The 61.7% of the sample were 

males, while the majority belonged to the 36-45 age group (61.7%). The mean working 

experience was approximately 18 years (s.d.=55.3). The distributions of gender and age are 

presented in Figures 1 and 2, respectively. 
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Figure1: Distribution of gender. 

 

 

Figure 2: Distribution of age (years). 

 

The basic descriptive characteristics of the seven scales of the MLQ-6s questionnaire, 

Organizational Innovation and Empowerment are presented in Table 1. We observe that the 

mean and median values for all MLQ-6s scales are between 8 and 9, indicating a moderate to 

high score for all factors. Transformational leadership was calculated as the sum of scales 1-4 

of the MLQ-6s questionnaire (range 0-48), while transactional leadership was calculated as 

the sum of scales 5-6 (range 0-24). The mean value for the Transformational leadership was 

33.6 (range 22-44), while for transactional leadership the mean value was 16.41 (11-23), 

Organizational innovation has a mean value of 16.2 (range 9-23), while empowerment has a 

mean value of 11 (range 4-16). 
 

38,30%

61,70%

Male Female

6,70%

61,70%

31,70%

26-35 36-45 46-55
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Table 1: Basic descriptive statistics for each scale, N=61. 

Scale 
Mean Median 

Std. 

Deviation 
Minimum Maximum 

MLQ-6s scales      

1. Idealized Influence  8.25 9 1.457 4 11 

2. Inspirational Motivation 8.18 8 1.478 5 11 

3. Intellectual Stimulation 8.25 8 1.660 4 12 

4. Individualized  

Consideration 

8.92 

 

9 

 

1.595 

 

4 

 

12 

 

5. Contingent Reward 8.15 8 1.701 4 12 

6. Management-by-exception 8.34 8 1.721 5 12 

7. Laissez-faire Leadership 4.39 4.5 1.994 1 9 

Transformational leadership 33.6 33 4.33 22 44 

Transactional leadership 16.41 17 2.87 11 23 

Organizational Innovation 16.21 16.5 3.297 9 23 

Empowerment 11.00 11 2.524 4 16 

 

 

Additionally, the seven MLQ-6s scales were scored as: 0-4: Low, 5-8: Moderate and 9-12: 

High. The respective frequencies and percentages are presented in Table 2. We observe that 

for the first six scales almost all participants have moderate to high scores, whereas for the 

Laissez-faire Leadership scale almost all of the participants have low to moderate scores. 

 
Table 2. Frequencies (%) for the seven MLQ-6s scales. 

Scale Low Moderate High 

MLQ-6s scales    

1. Idealized Influence  2 (3.3%) 29 (47.5%) 30 (49.2%) 

2. Inspirational Motivation 0 (0%) 34 (55.7%) 27 (44.3%) 

3. Intellectual Stimulation 1 (1.6%) 33 (54.1%) 27 (44.3%) 

4. Individualized  

Consideration 

1 (1.6%) 

 

21 (34.4%) 39 (63.9%) 

 

5. Contingent Reward 2 (3.3%) 35 (57.4%) 24 (39.3%) 

6. Management-by-exception 0 (0%) 34 (55.7%) 27 (44.3%) 

7. Laissez-faire Leadership 30 (49.2%) 29 (47.5%) 2 (3.3%) 
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Next, the correlations among the scales were examined. Spearman‘s coefficients along with 

the respective p-values are presented in Table 3. We observe that all correlations among the 

examined variables are positive. The greater in magnitude, statistically significant correlation 

was observed between the scales Intellectual Stimulation and Inspirational Motivation (r=0.513, 

p<0.001); participants with greater scores in the Intellectual Stimulation scale tended to also 

have greater scores in the Inspirational Motivation scale. Organizational innovation seems to be 

positively correlated only with Inspirational Motivation scale (r=0.398, p=0.002); participants 

with greater scores in the Organizational innovation scale tended to also have greater scores in 

the Inspirational Motivation scale. 
 

Table 3: Correlations (Spearman’s r) among the scales. Significant correlations are shown in bold. 

  
Idealized 

Influence 

Inspirational 

Motivation 

Intellectual 

Stimulation 

Individualized 

Consideration 

Contingent 

Reward 

Management 

by 

exception 

Laissez-faire 

Leadership 

Organizational 

Innovation 

Idealized 

Influence 

r 1.000        

p-value .        

Inspirational 

Motivation 

r .352** 1.000       

p-value .005 .       

Intellectual 

Stimulation 

r .249 .513** 1.000      

p-value .053 <0.001 .      

Individualized 

Consideration 

r .172 .219 .408** 1.000     

p-value .184 .090 .001 .     

Contingent 

Reward 

r .289* .337** .118 .196 1.000    

p-value .024 .008 .364 .130 .    

Management-

by-exception 

r .093 .117 .084 .322* .414** 1.000   

p-value .477 .367 .521 .011 .001 .   

Laissez-faire 

Leadership 

r .064 -.044 -.069 .030 .190 .267* 1.000  

p-value .627 .737 .597 .818 .142 .038 .  

Organizational 

Innovation 

r .109 .398** .228 .159 .373** .118 .059 1.000 

p-value .405 .001 .078 .222 .003 .363 .649 . 

Empowerment r .223 .098 .107 .123 .083 .139 -.038 .199 

p-value .087 .457 .417 .349 .527 .290 .773 .128 

 

 

Next, the Mann-Whitney U test and Kruskal-Wallis test were used to test for possible 

differences in the each scale between the two genders (2-level categorical variable) and 

among the age groups (3-level categorical variable), respectively. The results are presented in 

Tables 4 and 5. As shown in Table 4, there was a statistically significant difference in the 

Idealized Influence score between the two genders (p=0.006). Females had a mean score of 8.87 

(s.d.=1.36), while the respective mean score for men was lower and equal to 7.97(s.d.=1.26). 

Additionally, a difference of marginal significance in the Individualized Consideration score 

between the two genders was observed (p=0.057); females had a mean score of 9.35 

(s.d=1.53), while males had a lower mean score of 8.59 (s.d.=1.57). Finally, the 
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Transformational leadership score was significantly greater in female managers compared to 

males (p=0.043). 

 

 
Table 4: Comparisons between the two genders. Results from Mann-Whitney U test are presented. 

 Gender N Mean Std. Deviation p-value 

Idealized Influence Female 23 8.87 1.359 0.006 

Male 37 7.97 1.258  

Inspirational Motivation Female 23 8.57 1.472 0.16 

Male 37 7.97 1.462  

Intellectual Stimulation Female 23 8.26 1.544 0.13 

Male 37 8.19 1.745  

Individualized Consideration Female 23 9.35 1.526 0.057 

Male 37 8.59 1.572  

Contingent Reward Female 23 8.70 1.550 0.94 

Male 37 7.92 1.622  

Management-by-exception Female 23 8.43 1.619 0.32 

Male 37 8.32 1.811  

Laissez-faire Leadership Female 23 4.65 1.921 0.33 

Male 37 4.19 2.053  

Transformational leadership Female 23 35.04 3.98 0.043 

 Male 37 32.73 4.40  

Transactional leadership Female 23 17.13 2.67 0.16 

 Male 37 16.24 2.87  

Organizational Innovation Female 23 15.70 3.211 0.93 

Male 37 16.49 3.388  

Empowerment Female 23 11.04 2.163  

Male 37 10.97 2.754  

 

 

As shown in Table 5, there was a significant difference in the Intellectual Stimulation and 

Contingent Reward scales among the three age groups. Participants between 36-45 years had 

the lowest Intellectual Stimulation score (Mean=7.59, p=0.002) and the Contingent Reward 

score (Mean=7.81, p=0.032) compared to the scores of the other two age-groups. In 

addition, managers between 36-45 years also had the lowest mean transformational 

leadership score compared to the other age groups (Mean=32.43, p=0.016). 

 

Table 5: Comparisons among age groups. Results from Kruskal-Wallis analysis are presented. 

Scale Age 

group 
N Mean 

Std. 

Deviation 
p-value 

Idealized Influence 26-35 4 9.25 0.957  

36-45 37 8.27 1.465 0.27 

46-55 19 8.21 1.182  
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Inspirational Motivation 26-35 4 9.50 1.000  

36-45 37 7.89 1.505 0.062 

46-55 19 8.53 1.349  

Intellectual Stimulation 26-35 4 9.50 2.082  

36-45 37 7.59 1.343 0.002 

46-55 19 9.16 1.608  

Individualized Consideration 26-35 4 9.25 0.957  

36-45 37 8.68 1.780 0.53 

46-55 19 9.21 1.228  

Contingent Reward 26-35 4 8.00 1.826  

36-45 37 7.81 1.561 0.032 

46-55 19 9.05 1.471  

Management-by-exception 26-35 4 6.75 1.500  

36-45 37 8.38 1.622 0.15 

46-55 19 8.68 1.857  

Laissez-faire Leadership 26-35 4 3.50 1.291  

36-45 37 4.59 1.922 0.39 

46-55 19 4.11 2.258  

Transformational leadership 26-35 4 37.5 2.38  

 36-45 37 32.43 4.41 0.016 

 46-55 19 35.10 3.74  

Transactional leadership 26-35 4 14.75 1.71  

 36-45 37 16.19 2.65 0.073 

 46-55 19 17.74 2.96  

Organizational Innovation 26-35 4 17.50 2.646  

36-45 37 15.46 3.437 0.10 

46-55 19 17.32 2.907  

Empowerment 26-35 4 11.50 3.416  

36-45 37 10.84 2.444 0.98 

46-55 19 11.21 2.616  

 
 

Finally, linear regression models were fit to estimate the effect of the seven scales of the 

MLQ-6s questionnaire and transformational/transactional leadership on Organizational 

Innovation and to evaluate a possible moderating effect of Empowerment. Linear regression 

analysis was conducted in order to identify factors (predictors) that affect Organizational 

Innovation level. A statistically significant p-value (p<0.05) for the estimated beta coefficient 

indicates that for every 1-unit increase in the corresponding independent variable, we expect 

a change of the dependent variable. The value of this change is equal to the estimated beta 

coefficient. 

Firstly, univariate models for each of the seven scales of the MLQ-6s questionnaire as well as 

the empowerment scale and the two leadership styles (transformational, transactional) as 

independent variables and Organizational Innovation as the dependent variable were 

estimated. Univariate analysis evaluates whether or not a linear relationship exists between 
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Organizational Innovation (dependent variable) and each one of the independent variables, 

separately. The results are presented in Table 6. 

Among the MLQ-6s scales, Inspirational Motivation and Contingent Reward are the only 

statistically significant predictors of Organizational Innovation; an increase in the Inspirational 

Motivation score by 1 unit is associated with 0.97 units increase, on average, in the 

Organizational Innovation scale, while an increase in the Contingent Reward score by 1 unit is 

associated with a 0.75 units increase, on average, in the Organizational Innovation scale. 

 

In addition, both styles of management, Transformational and Transactional, were 

significant predictors of Organizational Innovation (p=0.004 and p=0.029, respectively). For 

every 1-unit increase in the Transformational management scale, we expect a 0.27 increase in 

the Organizational Innovation scale, while for every 1-unit increase in the Transactional 

management scale we expect a 0.34 increase in the Organizational Innovation scale. 

Finally, empowerment seems to be an independent predictor of Organizational Innovation 

(p=0.041); an increase in the Empowerment scale by 1 unit is associated with approximately 

0.35 units increase in the Organizational Innovation. We observe that the predictor with the 

greatest effect on Organizational Innovation is the Inspirational Motivation scale, since it has the 

largest estimated beta coefficient. 
 

Table 6: Results from univariate regression analysis with Organizational Innovation scale as the 
dependent variable. 

Scale b s.e.(b) R2 p-value 

MLQ score scales     

1. Idealized Influence 0.33 0.29 0.021 0.27 

2. Inspirational Motivation 0.97 0.26 0.188 <0.001 

3. Intellectual Stimulation 0.41 0.25 0.043 0.11 

4. Individualized 

Consideration 
0.47 0.26 0.052 0.077 

5. Contingent Reward 0.75 0.23 0.152 0.002 

6. Management-by-exception 0.22 0.25 0.013 0.39 

7. Laissez-faire Leadership 0.12 0.22 0.005 0.59 

Transformational 0.27 0.092 0.130 0.004 

Transactional 0.34 0.14 0.089 0.029 

Empowerment 0.348 0.17 0.07 0.041 

 

In order to assess a possible moderating effect of Empowerment in the relationship between 

the Transformational/ Transactional management and Innovation, we created high and low 

empowerment subgroups based on the empowerment variable‘s mean score. Then, the 

interaction terms between the Transformational/ Transactional management and 

Empowerment were assessed. The results are presented in Tables 7 and 8. We observe that 
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none of the interaction terms were significant, indicating that there is no moderating effect 

of Empowerment for neither Transformational or Transactional management scales; thus, 

the data indicate that the observed (linear) relationship between the two management styles 

and Innovation did not differ significantly for the two different levels of empowerment (low, 

high). 
 

 

Table 7: Results from multivariate regression analysis with Organizational Innovation scale 
as the dependent variable. 

Scale b s.e.(b) p-value 

Transformational 0.187 0.14 0.180 

Empowerment (High) -4.198 6.37 0.51 

Transformational x Empowerment 0.150 0.19 0.43 

 

Table 8: Results from multivariate regression analysis with Organizational Innovation scale 
as the dependent variable. 

Scale b s.e.(b) p-value 

Transactional 0.206 0.20 0.32 

Empowerment (High) -4.96 4.90 0.32 

Transactional x Empowerment 0.36 0.29 0.22 

 

 

Finally, although the interaction terms were not statistically significant, we conducted an 

exploratory subgroup analysis in the two groups defined by the empowerment status. The 

results of linear regression analyses, separately for each empowerment level (high, low) are 

presented in Table 9. We observe that both management styles are significant predictors of 

innovation in the high empowerment subgroup of participants, while in the low 

empowerment subgroup the effect of the two styles on innovation is of no statistical 

significance. This indicates that a moderating effect of empowerment seems to be plausible. 

 

 
Table 9: Results from univariate regression analysis with Organizational Innovation scale as 

the dependent variable, separately, in the high and low empowerment subgroups. 

 

 b s.e.(b) p-value 

High Empowerment    

Transformational 0.337 0.106 0.004 

Transactional 0.565 0.171 0.003 
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Low Empowerment    

Transformational 0.187 0.155 0.24 

Transactional 0.206 0.230 0.38 

 

 

Finally, the effects of transformational and transactional management in each empowerment 

subgroup were adjusted for the control variables gender and age group. This was done in 

order to estimate the net effect of transformational and transactional management on 

Innovation, ―clear‖ from the possible confounding effect of age and gender. The adjusted 

beta coefficients are presented in Table 10. We observe that even when adjusting for age and 

gender differences, we draw the same conclusions. Thus, the relationship between both 

styles of leadership with organizational innovation seems to be moderated by psychological 

empowerment; both relationships are positive with high empowerment and weaker with low 

empowerment. However, since the interaction terms were not statistically significant, these 

results should be interpreted cautiously. 

 
Table 10: Results from multivariate regression analyses* with Organizational Innovation 
scale as the dependent variable, separately, in the high and low empowerment subgroups.  

 b s.e.(b) p-value R2 

High Empowerment     

Transformational 0.331 0.114 0.008 0.410 

Transactional 0.466 0.182 0.017 0.372 

Low Empowerment     

Transformational 0.222 0.163 0.19 0.276 

Transactional 0.400 0.225 0.086 0.308 

*adjusted for age group and gender 

 

 

 

  



44 
 

5. Analysis 

To evaluate the results captured by our survey and associate it back to our literature findings, 

we performed the following: Continuous variables were described using the mean, standard 

deviation and range (min-max), while categorical variables were described using frequencies 

and percentages (%). Correlations among continuous variables were estimated using 

Spearman‘s correlation coefficient. For comparing continuous variables across the levels of a 

categorical variable Mann-Whitney U test and Kruskal-Wallis test were used, where 

appropriate. More specifically, Mann-Whitney U  was used when the categorical variable had 

only 2 levels, while Kruskal-Wallis was used when the categorical variables had more than 2 

levels. Both tests are used instead of the 2 independent samples t-test and ANOVA, 

respectively, when the assumption of data normality is not satisfied. After conducting 

Kolmogorov-Smirnovtest of normality (see Appendix C) we decided to use non-parametric 

tests, since the majority of the variables were not normally distributed.  

Two scales for transformational and transactional management were calculated based on the 

scales of the MLQ-6s questionnaire. Transformational leadership was calculated as the sum 

of Idealized Influence, Inspirational Motivation, Intellectual, Stimulation and Individualized 

Consideration scales, while transactional as the sum of Contingent Reward and 

Management-by-exception scales (Pieterse, Van Knippenberg, Schippers, andStam, 2010). 

The effect of transformational and transactional leadership on organizational innovation 

were estimated using linear regression models, estimated with the least squares method.  

 

In order to assess the moderating effect of Empowerment in the relationship between the 

Transformational/ Transactional leadership and Organizational Innovation, we created high 

and low empowerment subgroups based on the Empowerment variable's mean score. More 

specifically, participants with Empowerment score greater than the mean were included in 

the High Empowerment group, while participants with Empowerment score lower or equal 

than the mean were included in the Low Empowerment group. Then, in order to examine 

the possible moderating effect of empowerment, we tested the statistical significance of the 

interaction terms between Empowerment (high, low) and Transformational/ Transactional 

leadership, on separate models. A significant p-value for the interaction term would be 

indicative of a moderating effect of empowerment. Additionally, an exploratory subgroup 

analysis was conducted in the two groups defined by the empowerment status. Finally, 

multivariate models were fitted in each empowerment subgroup in order to estimate the 

effects of Transformational/ Transactional leadership on Innovation, adjusting for the 

effects of control variables gender and age. 

 

 

Q1: How transformational leadership effectively influences the development of 

organizational innovation? 

 

The existing literature seems to be in favor of the belief that transformational leadership 

positively correlates with organizational innovation. Transformational leadership challenges 

the followers to think in new ways, which they are not used to thinking, motivates them to 

act in alignment with business values and inspires them to accomplish goals that they felt 
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impossible (Avolio, 1999, Bass, Avolio, Jung andBerson, 2003; pp.215).Previous researchers 

have proposed that transformational leadership‘s characteristics promote advancing novel 

management processes and structures, by which employees are able to become closely 

identified with the organizational purpose and shared goals (Vaccaro et al., 2012, Stock, 

Zacharias and Schnellbaecher, 2016; pp.215). Top managers can form the organizational 

climate by communicating how the organizational goals are relevant to each employee‘s 

personal values and objectives. Similarly, when top managers underline the importance of 

organizational innovation by recognizing and rewarding creativity while demonstrating 

tolerance to mistakes, employees are more likely to strive for new ideas and innovation 

(Jung, Wu, Chow, 2008; pp. 591). 

 

Prasad et al (2016) found evidence that CEO transformational leadership contributes to 

organizational innovation, especially in dynamic environments, which is believed to associate 

to transformational leaders‘ ability to motivate employees, by inculcating the inspiring vision 

of innovation, and their ability to promote innovation by risk-taking strategies and 

experimentation activities (Prasad and Junni, 2016; pp.1559). Since the organizations we 

tested operate in a quite dynamic environment due to high competition, mutable laws and 

regulations and uncertain macroeconomic conditions, we expect that transformational 

leadership will significantly correlate to organizational innovation. 

Vacarro et al. (2012) focused on transformational and transactional behaviors to measure top 

management‘s impact on management innovation and their findings showed that both 

leadership behaviors contribute to management innovation including the moderating effect 

of organizational size. In their study, larger organizations would need to adopt 

transformational leadership to compensate for their complexity and permit innovation to 

flourish, while in smaller organizations innovation would associate more with transactional 

leadership (Vaccaro, Jansen, Van Den Bosch, and Volberda, 2012; pp. 44). Since the 

organizations we tested are of large size, we expect that transformational leadership will 

correlate more to organizational innovation. 
 

From the various dimensions/behaviors of transformational leadership, idealized influence 

and inspirational motivation are able to influence innovation through the processes of 

internalization and personal identification; internalization happens when followers accept the 

leader‘s values as their own, and personal identification happens when followers tend to 

imitate their leader‘s behavior (Yukl, 2002, Elenkov and Manev, 2005; pp. 384). Idealized 

influence and inspirational motivation behaviors might induce employees to accept 

innovation as their own value at times that their leaders‘ values focus on innovation. In 

parallel to adopting innovation as their own value, employees engage in activities that 

enhance organizational innovation, while they look for approval and acceptance from their 

leader. 

 

From our research in top and middle managers in Greek Telecommunication industry after 

analyzing the results via regression analysis, we validated the literature‘s positioning and 

found  that transformational leadership positively correlates with organizational innovation, 

since it is a significant predictor of organizational innovation (b=0.27, p=0.004).  



46 
 

Spearman‘s Correlations analysis revealed that from the various dimensions of 

transformational leadership, inspirational motivation seems to have the strongest 

relationship with organizational innovation (r=0.398, p=0.002). This finding was validated by 

linear regression analysis. All variables have been included in the regression analysis in order 

to determine their impact on organizational innovation. From the examined statistically 

significant variables (p<0.05) the one with the greatest impact on organizational innovation 

was inspirational motivation, because it had the highest estimated beta coefficient (b=0.97, 

p<0.001). 

Additionally, the statistically significant correlation between intellectual stimulation and 

inspirational motivation -observed by Spearman‘s correlations analysis (r=0.513, p<0.001)- 

implies that leaders with strong intellectual stimulation tend to also demonstrate great 

inspirational motivation. 

 

 

Q2: How transactional leadership effectively influences the development of 

organizational innovation? 

 

The opinions of previous researchers are divided into those in favor of the belief that 

transactional leadership positively correlates with organizational innovation and those against 

it. Traditionally, researchers claim that transactional leadership hinders innovation, because 

senior managers purvey rather concrete directions to employees and tend to emphasize 

existing strategies rather than leading change, as they tend to maintain the status quo (de 

Hoogh et al., 2005; Jansen et al., 2009, Stock, Zacharias and Schnellbaecher, 2016; pp.215). 

Their argument is that transactional leadership may prevent, instead of foster, the 

organization‘s implementation of a strategy of innovation, in which employees act and focus 

on initiatives in an innovation orientation.   

Amabile‘s research has demonstrated that different forms of motivation have different 

impact on creativity; intrinsic motivation is far more essential for creativity, while 

extrinsic motivation that comes from outside a person, e.g. monetary rewards, cannot 

convince employees to find their work interesting in case they find it boring and is therefore 

unable to trigger passion and creativity (Amabile, 1998; pp.78). ―People will be most creative 

when they feel motivated primarily by the interest, satisfaction, and challenge of the work 

itself—and not by external pressures‖ (Amabile, 1998; pp.78). If we combine the above with 

Burn‘s (1978) conclusion that transformational leaders uplift followers‘ morale, motivation 

while transactional leaders cherish followers‘ immediate self-interests (Bass, 1999; pp.9), then 

we assume that transactional leadership, emphasizing extrinsic rewards, such as promotions 

and monetary incentives, addresses mainly extrinsic motivation which does not directly 

foster creativity and innovation. On the other hand, transformational leadership addresses 

more intrinsic motivation and therefore enhances followers‘ creative behavior. 

 

On the other hand, there also researchers, who have shown that transactional leadership, 

may influence organizational innovation in a positive way. 

Prasad et al found that CEO transactional leadership might contribute to organizational 

innovation by finding a direct positive relationship between them (Prasad and Junni, 2016; 
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pp.1560). Their finding was justified by the fact that applying contingent reward could 

motivate employees to pursue clear targets for organizational innovation, set by the 

managers and that applying active management by exception, could effectively monitor the 

implementation according to defined standards (Avolio et al., 1999, Bass and Avolio, 1993, 

Prasad and Junni, 2016; pp.1559). 

Prasad et al also found that the relationship between transactional leadership and 

organizational innovation weakens, as the environment gets more dynamic; CEO 

transactional leadership is less effective in fostering organizational innovation in dynamic 

environments. The explanation of that finding could be that transactional leadership with 

clear expected outcomes and tasks might generate inflexible organizational routines and stifle 

innovation in dynamic environments and, moreover, because the expected outcomes might 

be quite uncertain in dynamic environments, weakening  the motivational effect of 

contingent rewards (Jansen et al., 2009, Prasad and Junni, 2016; pp.1560).  

 

In our study, we have found that also transactional leadership correlates positively with 

organizational innovation, since linear regression analysis showed that it is a significant 

predictor of organizational innovation (b=0.34, p=0.029).  

Spearman‘s Correlations analysis revealed that from the various dimensions of transactional 

leadership, contingent reward seems to have the strongest relationship with organizational 

innovation (r=0.373, p=0.003). This finding was validated by linear regression analysis. From 

all the examined statistically significant variables (p<0.05) the variable contingent reward had 

the second greatest impact on organizational innovation, with a significant estimated beta 

coefficient (b=0.75, p=0.002). 

Avolio et al. (1999) has found that transactional contingent reward correlates positively with 

transformational leadership, and he thought it is not surprising, because clarifying what is 

expected from followers and what they will receive if they meet the target levels of 

performance is possibly the basis for structuring expectations and building trust, while 

honoring mutual contracts over time (Avolio, Bass and Jung, D. 1999; pp.458). 

 

From the above it seems that both transformational and transactional leadership can work 

together aiming at reinforcing organizational innovation. Leaders by building trust and 

respect, communicating a compulsory vision that would bring meaning to employees‘ every 

day, encouraging risk-taking activities and innovative initiatives, coaching and supporting 

their team members and applying a clear target and reward system, would be able to promote 

a culture of innovation within the organization.  

 

 

Q3: In which degree empowerment moderates the relationship between 

transformational leadership and organizational innovation and the relationship 

between transactional leadership and organizational innovation? 

 

Researchers have suggested that employees are more creative at work when they feel that 

they have personal control over the activities they have to do, as high task autonomy helps 

them perceive a sense of ownership (Amabile et al., 1996, Zhou, 2003, Jung, Wu, and Chow, 
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2008; pp. 584). Autonomy at work stimulates employee‘s creativity since giving them 

freedom in how to proceed with their tasks raises their intrinsic motivation and sense of 

ownership. People that act independently and freely, tend to approach problems in ways that 

thrive their creativity and expertise (Amabile, 1998; pp.80). 

 

Jung et al. (2008) tested in Taiwan electronics industry their assumption that empowerment 

moderates the relationship between CEO transformational leadership and organizational 

innovation, such that the relationship is more positive among employees with higher levels 

of empowerment. Their study resulted into a negative relationship, meaning that 

organizational innovation was lower in the group with higher empowerment (Jung, Wu, and 

Chow, 2008; pp. 590). 

Jung assumed that the negative moderating effect of empowerment on the relationship 

between CEO transformational leadership and innovation might occur because followers in 

Taiwan show a preference for paternalistic leaders; when left alone to act independently they 

are stressful and less creative.  Alternately, this negative relationship might happen because 

of the examined high-tech industry with fast changing technology, were even innovative 

products of high demand might become obsolete quickly. The above disclose the need for 

transformational leaders to maintain a balance between growing employees‘ empowerment 

and setting guidelines and boundaries (Jung, Wu, and Chow, 2008; pp. 591). 

 

Pieterse et al (2010) studied the degree that psychological empowerment moderates the 

relationship with innovative behavior of both transformational and transactional leadership 

and found that transformational leadership is positively related to innovative behavior only 

when psychological empowerment is high. On the other hand, he found that transactional 

leadership is negatively related to innovative behavior only when psychological 

empowerment is high. The above findings might indicate that only with high psychological 

empowerment transformational leadership is more beneficial than transactional leadership to 

innovative behavior (Pieterse, Van Kruipenberg, Schippers and Stam, 2010; pp.612) 

 

The mediating effect of empowerment in the relationship of transformational leadership 

with employees' creativity was found substantial by Gumusluoglu‘s study in R&D employees. 

It was thought that in such employees that are already intrinsically motivated, empowerment 

might act as an alternate for the advantage of a transformational leader on their creativity 

(Gumusluoglu, 2009; pp.469) 

 

In our study, we evaluated the possible moderating effect of empowerment in the 

relationship between both transformational leadership and transactional leadership and 

organizational innovation, by creating high and low empowerment groups. From the results, 

we firstly saw that there is no moderating effect of empowerment for neither 

transformational nor transactional leadership, because the observed (linear) relationship 

between each leadership style and organizational innovation did not differ significantly for 

the examined groups. Despite the interaction terms were not statistically significant, we then 

conducted an exploratory subgroup analysis in the high and low empowerment groups and 

performed linear regression analyses, separately for each group. We observed that both 
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leadership styles are significant predictors of innovation in the high empowerment group, 

while in the low empowerment group the effect of the two leadership styles on innovation 

was statistically insignificant. This indicates that a moderating effect of empowerment seems 

to be plausible. Our indication, that the relationship between both styles of leadership with 

organizational innovation might be moderated by psychological empowerment, should be 

interpreted cautiously since the interaction terms were not statistically significant. 
 

 

 

6. Conclusions and Implications 
 

Globalization, intense competition and rapid changes in technologies and macroeconomic 

conditions increase the degree of environmental dynamism and the uncertainty that 

organizations face. Firms‘ survival and success, when functioning in dynamic environment, 

depend on their ability to respond fast in emerging changes, which is significantly facilitated 

by innovation. Therefore, firms pay attention to organizational innovation and search for 

practices and managers that will promote it. Organizational innovation concerns changes in 

organizational processes and practices that will help organization meet its goals and sustain 

competitive advantage. Top, senior and middle level managers are called to guide 

organization toward innovative practices, by influencing organizational strategies, ensuring 

that employees‘ actions are aligned, and developing a climate that favors idea generation and 

experimentation. 

Transformational leadership has been suggested to enhance organizational innovation; firstly 

by communicating a compelling shared vision and the need of innovation in order to gain 

acceptance and support, managing to overcome potential resistance (idealized influence), 

secondly by inspiring and motivating employees to act towards organizational goals 

providing emphasis on the need of innovation (inspirational motivation), thirdly by challenging 

employees and convincing them to think out-of-the-box (intellectual stimulation) and finally by 

helping them develop their skills and capabilities and encouraging their creativity 

(individualized consideration) (Bass, 1998, Prasad and Junni, 2016; pp. 1548). It seems that 

transformational leadership might promote the exploratory side of innovation.  

 

On the other hand, opinions are divided when it comes to the effectiveness of transactional 

leadership in promoting organizational innovation. Some researchers support that 

transactional leadership by providing clear expectations and guidelines hinders creativity and 

organizational innovation, especially in dynamic environments, because it creates stiff 

organizational routines and subordinates perform standardizes activities (Prasad and Junni, 

2016; pp.1560). Additionally the mutual agreement between what is expected and what is 

achieved leaves no room for deviation that might come from new ideas and original 

initiatives. Oppositely, other researchers have claimed that transactional leadership, by setting 

clear goals and expectation and systematically rewarding their achievement, is able to foster 

organizational innovation if it is included in the set of goals monitored, because employees 

are committed to pursuing it, in their effort to perform as expected (Avolio et al. 1999, 



50 
 

Prasad and Junni, 2016; pp. 1549). If organization clarifies that innovative activities will be 

rewarded, then it passes the message that innovation is valued and is a requirement from all 

levels and organization units‘ employees. Additionally, the close monitoring and constructive 

feedback performed by transactional leaders is able to help subordinates identify weaknesses 

in both their behavior and organizations existing processes and initiate improvements. It 

seems that transactional leadership might promote exploitative side of innovation. Jansen 

validated that transformational leadership contributes significantly to exploratory innovation 

while transactional leadership facilitates exploitative innovation and suggested to adopt 

transactional leadership at stable environments and transformational leadership at uncertain 

environments (Jansen, 2009; pp.15). Pieterse agrees with the above finding, because 

transformational leadership manages to provide meaning and purpose to employees even at 

times that future firm‘s performance cannot be accurately predicted due to high uncertainty, 

while the awareness of uncertainty might trigger the quest for opportunities in new industries 

or markets, or in alternative products and practices. At the same time, he suggested 

transactional leadership to promote organizational innovation in stable environments, where 

customer preferences stay the same (Pieterse at al., 2010, Prasad and Junni, 2016; pp.1551). 

 

Through our study, we have contributed to the emerging literature in various manners. 

Having tested how transformational leadership and transactional leadership impact 

organizational innovation and whether empowerment moderates each of those relationships, 

our findings support a direct positive effect of both transformational and transactional 

leadership on organizational innovation and a plausible moderating effect of empowerment. 

Additionally our study has shown from the various dimensions of transformational and 

transactional leadership, which could play the major role in fostering organizational 

innovation; the most significant predictors of organizational innovation were inspirational 

motivation and contingent reward. The strong relationship of inspirational motivation to 

organizational innovation was expected because, as it involves bringing meaning to 

employees‘ work and inculcating the vision of the future, it relates to higher commitment 

and self-motivation which in turn reinforces creativity and innovation. Our finding that 

transformational leadership overall and specifically inspirational motivation positively affect 

organizational innovation agrees with previous researchers who support that 

transformational charismatic leaders can create commitment from subordinates toward self-

esteem and self-actualizaton (Gardner and Avolio, 1998; pp.48), which then increases 

intrinsic motivation, an important factor of creativity and organization‘s innovation 

(Amabile, 1998; pp.78). While theoretically, we expected to see that a critical factor to 

innovation is intellectual stimulation, which challenges followers to explore new roads and 

triggers out-of-the-box thinking, we did not find any statistically important relationship 

among intellectual stimulation and organizational innovation. This could be an interesting 

area for future investigation. 

Transformational leadership style as a whole was found to significantly relate to 

organizational innovation. ―Through the appeal of their vision and values, exemplary 

behaviors, promotions, and inspirational presentations, charismatic leaders shift followers‘ 

motives away from their self-interests and toward service to the collective; followers‘ values, 

likewise, are realigned until they are congruent with the leader's vision and values, which they 
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eventually internalize‖ (Gardner and Avolio, 1998; pp.49). We recommend that this 

appealing vision should include innovation, and organizational values should include 

challenging the status quo, seeing things from a different angle. If top and middle managers 

inculcate the vision of innovation and its importance to organization‘s sustainability and 

differentiation from competitors, make effort to align organization‘s values with their 

subordinates‘ personal values, help them to find meaning and enthusiasm at work and 

exceed their performance expectation, care for each individually, welcome their ideas and 

facilitate change, then they would positively influence organizational innovation. 

Our study has shown that it is not enough to exercise one style of leadership to stimulate 

innovation; both leadership styles transformational and transactional are needed, with a 

certain balance. Adding to Jansen‘s suggestion to close monitor environmental dynamism 

and strategically apply transformational and transactional behaviors dynamically, because the 

level of environmental dynamism alters the relationship between the leadership styles and 

innovation, we have found evidence that in large-size organizations operating in dynamic 

environment, both leadership styles contribute in organizational innovation. 

Moreover, our study advances previous researchers‘ evidence that transformational 

leadership is beneficial in large organizations to initiate and implement organizational 

innovation, where complex hierarchies and bureaucracy may hinder the alignment of 

employees to organizational objectives (Vaccaro, Jansen, Van Den Bosch, and Volberda, 

2012; pp. 45). Transformational leaders are able to cascade a sense of meaningfulness in 

subordinates that might be resistant to change due to organizational rigidness.  

 

Implications for further research 

 

We believe that the findings of this study are helpful in understanding how transformational 

leadership and transactional leadership behaviors can affect organizational innovation. Thus, 

it is important to consider the limitations of the study when explaining the results. First, by 

integrating previous studies, we synthesized a new scale for measuring organizational 

innovation using components tested by researchers in different studies. We tried to address 

all aspects that appear to play significant role in organizational innovation of firms in mature 

technology-oriented markets, based on our 11 years experience in the telecommunication 

industry. We suggest that future studies further test the validity of the specific scale in the 

same or different contexts. Secondly, our finding a plausible moderating effect of 

empowerment on both relationships between transactional leadership and innovation, and 

transformational leadership and innovation, is a topic that deserves further investigation.  

 

Our finding that empowerment moderates also the positive relationship between 

transactional leadership and organizational innovation, might relate to the fact that the 

interviews were performed in senior and middle managers, who already have a level of 

empowerment, because of their role. For example, these individuals might have participated 

in the process of goal setting, and therefore have accepted goals and rewards associated to 

innovation. It would be interesting though to study how subordinates respond to 

organizational innovation items in correlation to the level they feel empowered, since major 

innovations come from first-line employees.  
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Thirdly, a topic worthy of scrutiny is how leadership behaviors affect organizational 

innovation when cost and time constraints are set. Nowadays, firms tend to minimize costs 

and maximize profits. Revenues very hardly increase because customers‘ average spending 

reduces in most countries; therefore, managers try to balance the loss with cost reduction. 

This cost revision usually brings limited funds for new projects and innovative activities. 

Innovation is not only ideation; it needs resources for experimentation, testing and building 

of new prototypes, processes etc. Amabile claims that ―The two main resources that affect 

creativity are time and money…deciding how much time and money to give to a team or 

project is a sophisticated judgment call that can either support or kill creativity‖. Very tight 

deadlines might cause the feeling of over-control and unfulfillment that harms motivation, 

since creative processes need time for exploration (Amabile, 1998; pp. 81). Regarding 

resources, investing in new implementation projects is vital for organizational innovation. 

Sharing an inspiring vision towards innovation will not be enough for innovation to flourish. 

Providing the necessary ―means‖ will give the opportunity to people to actualize their ideas, 

while restricting the resources will inhibit creativity. Even if limited funds are offered for 

implementation within organizations, it is important that employees feel confident that great 

ideas are financed and come into existence. 

Finally, we should highlight the fact that a great percentage of the respondents that 

participated in the survey came from the leading companies of fixed and mobile telephony 

industries. This might convey that the degree of perceived uncertainty differs among 

respondents, while we have assumed that the environment observed is not stable. We advise 

that future studies with larger sample of responses could examine also the perceived level of 

uncertainty as a moderator factor; it would be helpful to validate if environmental dynamism 

strengthens the relationship between transformational leadership and innovation and 

strengthens or weakens the relationship between transactional leadership and innovation.  

Our study adds to existing literature by finding that both transformational and transactional 

leadership positively influence organizational innovation after testing the hypothesis in high-

technology organizations that operate in dynamic environment. We suggest that the leaders 

should find the right balance between the various dimensions of transformational and 

transactional leadership in order to promote organizational innovation. Our study provides 

useful evidence that inspirational motivation and contingent reward can tackle organizational 

innovation even in large and mature organizations, where the shared vision might be 

difficulty inculcated in all employees. Leaders by gaining their followers‘ trust and respect, 

effectively communicating organizational goals in a way that adds meaning to  followers‘ 

work life, encouraging risk-taking and creative thinking and developing their subordinates 

skills, can play a significant role in fostering organizational innovation. Moreover, leaders by 

setting coherent goals and establishing rewards regarding innovation perspective can 

encourage followers‘ creativity and increase their commitment toward organizational 

innovation. Lastly, the indication that both transformational leadership and transactional 

leadership positively influence organizational innovation in high empowerment contexts is 

suggested be considered cautiously. 
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Appendix A 

 

Multifactor Leadership Questionnaire,  Copyright © 1992 B. M. Bass and B. J. Avolio 
 
Instructions:  This questionnaire provides a description of your leadership style.  Twenty-one 
descriptive statements are listed below.  Judge how frequently each statement fits you.  The 
word ―others‖ may mean your followers, clients, or group members. 
 
KEY: 0 = Not at all 
 1 = Once in a while 
 2 = Sometimes 
 3 = Fairly often 
 4 = Frequently, if not always 
 

1. I make others feel good to be around me.  

2. I express with a few simple words what we could and should do.   

3. I enable others to think about old problems in new ways.   

4. I help others develop themselves.   

5. I tell others what to do if they want to be rewarded for their work.   

6. I am satisfied when others meet agreed-upon standards.   

7. I am content to let others continue working in the same way as always.   

8. Others have complete faith in me.   

9. I provide appealing images about what we can do.   

10. I provide others with new ways of looking at puzzling things.   

11. I let others know how I think they are doing.   

12. I provide recognition/rewards when others reach their goals.   

13. As long as things are working, I do not try to change anything.   

14. Whatever others want to do is O.K. with me.   

15. Others are proud to be associated with me.   

16. I help others find meaning in their work.   

17. I get others to rethink ideas that they had never questioned before.   

18. I give personal attention to others who seem rejected.   

19. I call attention to what others can get for what they accomplish.   

20. I tell others the standards they have to know to carry out their work.   

21. I ask no more of others than what is absolutely essential.   

 

 
Source:  Copyright © 1992 B. M. Bass and B. J. Avolio 
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SCORING:  The Multifactor Leadership Questionnaire measures your leadership on seven 
factors related to transformational leadership.  Your score for each factor is determined by 
summing three specified items on the questionnaire.  For example, to determine your score 
for Factor 1, Idealized Influence, sum you responses for items #1, #8, and #15.  Complete 
this procedure for all seven factors. 

 Total 
Idealized Influence (items 1, 8, and 15) Factor 1 

Inspirational Motivation (items 2, 9, and 16)  Factor 2 

Intellectual Stimulation (items 3, 10, and 17)  Factor 3 

Individualized Consideration (items 4, 11, and 18)  Factor 4 

Contingent Reward (items 5, 12, and 19)  Factor 5 

Management-by-exception (items 6, 13, and 20)  Factor 6 

Laissez-faire Leadership (items 7, 14, and 21)  Factor 7 

Score Range: High = 9-12 
 Moderate = 5-8 
 Low = 0-4 
 

SCORE INTERPRETATION 

Factor 1. Idealized Influence indicates whether you hold subordinates‘ trust, maintain their 
faith and respect, show dedication to them, appeal to their hopes and dreams, 
and act as their role model. 

Factor 2. Inspirational motivation measures the degree to which you provide a vision, use 
appropriate symbols and images to help others focus on their work, and try to 
make others feel their work is significant. 

Factor 3. Intellectual stimulation shows the degree to which you encourage others to be 
creative in looking at old problems in new ways, create an environment that is 
tolerant of seemingly extreme positions, and nurture people to question their 
own values and beliefs and those of the organization. 

Factor 4. Individualized consideration indicates the degree to which you show interest in 
others‘ well-being, assign projects individually, and pay attention to those who 
seem less involved in the group. 

Factor 5. Contingent reward shows the degree to which you tell others what to do in order 
to be rewarded, emphasize what you expect from them, and recognize their 
accomplishments. 

Factor 6. Management-by-exception assesses whether you tell others the job requirements, 
are content with standard performance, and are a believer in ―if it ain‘t broke, 
don‘t fix it.‖ 

Factor 7. Laissez-faire measures whether you require little of others, are content to let 
things ride, and let others do their own thing. 
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Appendix B 

Hansen, M., and Birkinshaw, J.M, 2007. ―The Innovation Value Chain‖, Harvard Business 

Review, 85 (6), 2007 

 

 
(Hansen and Birkinshaw, 2007) 
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Appendix C 

 

Tests of normality for the examined scales 
 

TestsofNormality 

 
Kolmogorov-Smirnova Shapiro-Wilk 

Statistic df Sig. Statistic df Sig. 

IdealizedInfluence ,225 60 ,000 ,898 60 ,000 

InspirationalMotivation ,155 60 ,001 ,952 60 ,019 

IntellectualStimulation ,168 60 ,000 ,945 60 ,009 

IndividualizedConsideration ,163 60 ,000 ,946 60 ,010 

ContingentReward ,153 60 ,001 ,954 60 ,024 

Management-by-exception ,166 60 ,000 ,950 60 ,016 

Laissez-faireLeadership ,124 60 ,022 ,956 60 ,030 

OrganizationalInnovation ,091 60 ,200* ,978 60 ,349 

Empowerment ,146 60 ,003 ,965 60 ,082 

Transformational 

management 
,076 60 ,200* ,986 60 ,728 

Transactional management ,092 60 ,200* ,975 60 ,265 

*. This is a lower bound of the true significance. 

a. LillieforsSignificanceCorrection 

 
 

 
 

Appendix D 

 

The reliability of the measurement was validated via Cronbach‘s α 
 

Reliability Statistics 
Cronbach's 

Alpha 
Cronbach's 

Alpha Based on 
Standardized 

Items 

N of Items 

0,81 0,822 31 
 
Our measurement is considered reliable because it has a Cronbach‘s α > 0.8. 
According to Kline (1999), the acceptable value of alpha in reliability analysis is 
0.8 in the case of intelligence tests, and the acceptable value of alpha in 
reliability analysis is 0.7 in the case of ability tests. 
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Appendix E - Total items examined in the survey 
      21 Items for leadership 
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 Factor 1 Idealized Influence 
1.  I make others feel good to be around me. 
8. Others have complete faith in me.  
15. Others are proud to be associated with me.  

Factor 2 
Inspirational 
Motivation 

2. I express with a few simple words what we could and should do.  
9.  I provide appealing images about what we can do.  
16.  I help others find meaning in their work.  

Factor 3 Intellectual Stimulation 

3.  I enable others to think about old problems in new ways.  
10.  I provide others with new ways of looking at puzzling things.  
17.   I get others to rethink ideas that they had never questioned 
before.  

Factor 4 
Individualized 
Consideration 

4.  I help others develop themselves.  
11.  I let others know how I think they are doing.  
18.  I give personal attention to others who seem rejected.  
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 Factor 5 Contingent Reward 

5. I tell others what to do if they want to be rewarded for their 
work.  
12. I provide recognition/rewards when others reach their goals.  
19.  I call attention to what others can get for what they 
accomplish.  

Factor 6 
Management-by-
exception 

6.   I am satisfied when others meet agreed-upon standards.  
13.  As long as things are working, I do not try to change anything.  
20.   I tell others the standards they have to know to carry out their 
work.  

  

Factor 7 
Laissez-faire 
Leadership 

7.   I am content to let others continue working in the same way as 
always.  
14.  Whatever others want to do is O.K. with me.  
21. I ask no more of others than what is absolutely essential.  

      6 Items for orgnizational innovation 

  

Factor 8 
Organizational 
Innovation 

22. We renew the organization structure to facilitate the firm 
activities 
23. We implement improvements in managing the human 
resources, 

24. We implement practices to make sure effective completion of 
firm activities.  

25.Our company has created more new products and services in 
the last three years when compared with its competitors 

26. Our company often improves the existing products and services 

27. Our company often makes use of new market opportunities 

      4 Items for empowerment 

  

Factor 9 Empowerment 

28. I have significant autonomy in determining how to do my job 

29. I have considerable opportunity for independence and freedom 
in how I do my job 

30. My impact on what happens in my department is large 
31. I have significant influence over what happens in my 
department 

      

3 control variables 

32. Your gender  

33. Your age group 

34. Your working experience in years 
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