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Abstract

This study aims at finding out how transformational leadership effects the organizational
innovation in leading telecommunication companies of Pakistan. The study used a
well-established questionnaire for data collection. The data was collected through convenient
sampling from 120 mid-level and high-level managers of telecommunication organizations.
The study not only relied on emphasis of descriptive statistics but regression was run to
analyze the data. The results exhibit that transformational leadership has a constructive and
substantial impact on organizational innovation in the deliberated context. This study is
deemed to guide the Pakistan’s Telecommunication sector to improve the way management
can yield more value from their employees. It also shows the impact of globally recognized
knowledge can work in varying cultures and contexts.
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1. Introduction

Organizations today are operating in a very dynamic environment, which include rapidly
changing technology and Globalization. This requires organizations to bring innovation to
their product and services and keep investing on R & D. The organizations, especially that are
technology-driven must be innovative and creative to compete and survive (Gumusluoglu and
llsev, 2009). Innovation by creativity is critical for the organizations to uphold a comparative
and competitive advantage. This is why utmost importance is being given to the creativity as
well as innovation by every leading organization (Mumford and Gustafson, 2002). Innovation
IS considered to be at organizational level and creativity is at the level of an individual.
Organizations and their creation process are central to the course they choose for innovation
(Van de Ven et al, 2005). Generally, organization innovation is associated with adoption of a
certain idea or behavior that is very unique and new to the organization (Daft, 1978; Evan,
1984 and Damanpour, 1996). Leadership exists among those important aspects that affect
organizational innovation (Oldham and Cumming, 1996).

Changing environment and rapid business environment have made leadership even more
important than before. Existing organizations are focusing on strategies to revitalize and
transform themselves to cater for the competitive challenges that have instigated interest in
researchers regarding studies related to Transformational Leadership. Transformational
Leadership is very useful and appropriate for identification of new opportunities and also for
development of appropriate competences in the organizations. Northhouse (2001) has
suggested that the Transformational Leadership help achieve higher performance outcomes
and also exceeds expectations from an organization.

To our knowledge, there exists no such research in which the transformational leadership is
studied directly in relation to organizational innovation, there is always any other third
variable or internal or external effect included.

Our aim is find out the relationship between transformational leadership and organizational
innovation without considering any other factor or effect of any external or internal support.
There has been no work done in this specific context in Pakistan. Thus, only transformational
leadership and its impact on organizational innovation in the telecommunication sector is
observed as it’s the most rapidly growing sector in Pakistan.

2. Literature Review

Transformational leaders are expected and have been suggested to have a definite effect on
innovation. They exalt innovation in the context of the organizations. According to Elkins and
Keller (2003), transformational leaders use their inspirational powers such as inspirational
motivation and their intellect such as intellectual stimulation to engage organization members
in innovation activities.

Such leaders encourage creativity in their organizations. Transformational leaders behave in
such manner as “creativity-enhancing forces”; individualized consideration “serves as a
reward” for the followers, intellectual stimulation “enhances exploratory thinking”, and
inspirational motivation “provides encouragement into the idea generation process” (Sosik,
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Kahai and Avolio, 1998). Transformational leaders show a behavior that reflects them being
the champions of the organization (Howell and Higgins, 1990). They are expected to develop
and promote the needs of confidence, efficacy and esteems in their followers (Bass, 1990).
Transformational leaders motivate their followers by articulating the vision and increases
their willingness to perform the mentioned standards and encourages them for creativity.

The boost given to followers for their self-esteem needs is likely to increase the innovation of
the organization (Mumford et al., 2002). Moreover, there is a handsome number of empirical
researches that show an impact of Transformational leadership having a positive impact on
organizational innovation (e.g., Keller, 1992; Waldman and Atwater, 1994). R&D units were
the main focus among these studies and they related to organizational innovation. Recently,
the organizational innovation has become a topic of research for the researchers and they
want to see its relationship with transformational leadership. Jung et al, (2003) studied the
above-mentioned relationship and measured it by R&D expense and the no. of patents
acquired for a certain period of three years. This study extended the literature on the subject
in two essential facets. Firstly, they proposed an integrated model that associated
transformational leadership with organizational innovation directly as well as by mediation of
forces relating to organization and its environment. Secondly, it gave a multi-dimensional
measurement of innovation in the organization that was inclusive of many variables that were
not considered before. There is use of R&D expense as a percentage of revenues (gross),
which can be aptly utilized as an indicator for innovation (Balkin et al, 2000). In their study,
they collected data from employees of 53 firms in Taiwan. Multifactor Leadership
Questionnaire (MLQ) was utilized to get measurement regarding Transformational
Leadership. Perception of employees regarding them being empowered was measured using a
12- item scale that was developed by Spreitzer (1995). Organizational climate that supports
innovation was measured by 22-item scale made by Siegel and Kaemmerer (1978). Data
analysis shows that transformational leadership enhances the organizational innovation.

Likewise, the study of Lale et al. (2003) determined the contextual conditions for innovation
(internal support + external support) having an influence on how transformational leadership
impacts organizational innovation. Transformational leadership was found to have a positive
relationship with organizational innovation. This impact was suggested to be restrained by
internal support for innovation, internal support is considered as innovation supportive
climate and suitable resources allotted to innovation. Support gained from external
organizations for the purposes of information collection and resource procurement was
considered as moderating variable between transformational leadership and organizational
innovation as well.

Questionnaires used to collect the data were two separate ones, one was for employees and
the second one was for managers. Hierarchical regression was utilized to analyze the
hypothesized impacts. Findings showed a positive relationship between both variables. This
was also inferred that if the external support is present, the relationship between
transformational leadership and organizational innovation becomes stronger. In the absence
of such external support the relationship is weaker.
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Garc B-Morales et al. (2012) revealed that 1) there is a positive influence of Transformational
leadership on organizational performance provided organizational learning and innovation is
observed. 2) Organizational learning positively impacts the performance of the organization
directly and indirectly through organizational innovation. 3) Organizational innovation
impacts positively on the performance of organization. Same results about organizational
innovation and transformational leadership were depicted by a study done by Nourzy et al.
(2013). In the context of Pakistan, the study of Khan et al. (2009) come up with the results
that there is a significant moderating impact of organizational size, when a relationship
between the aspects of Transformational Leadership and organizational innovation is
deliberated. They noticed that except idealized influence all the other factors such as
Attributed Charisma, intellectual stimulation, individualized consideration and intellectual
stimulation had an impact on the above-mentioned relationship.

They exhibited positive and significant influence of transformational leadership on
organizational innovation. In the light of previous literature, it is obvious that there is very
strong association between transformational leadership and organizational innovation. In all
the previous studies the effect of transformational leadership on organizational innovation
was not measured directly, there are always some other variables involved. But as findings
from all the previous researches suggest that there is a relation between them, so, we would
like to measure the effect of transformational leadership on organizational innovation directly,
without any other variable involved. We will purely study their relation in telecommunication
industry of Pakistan, as none of the researcher in Pakistan has explored this area, so, there is
immense need of research in this area.

3. Methodology

The determination for the study was to observe the effect of transformational leadership on the
organizational innovation. Convenient sampling was used in the study. High and mid-level
managers of top 6 telecommunication companies in Pakistan (Mobilink, Ufone, PTCL, Zong,
Warid, and Telenor) were taken as sample for this study. Questionnaires were distributed
among the managers of all the five companies. More than 130 questionnaires were distributed
out of which we selected 120 questionnaires that were appropriate to be analyzed. Different
tests were applied on the collected data to justify the proposed hypothesis.

4. Results & Discussions

The descriptive statistics show the mean and standard deviation (SD) of the considered
variables. The value of mean for transformational leadership calculated is 77.63 and for
Organizational Innovation we have 48.57 in table 1. The value of standard deviation is 10.10
and 6.01 for transformational leadership and organizational innovation respectively.

Table 1. Descriptive Statistics (N=120)

Variables | Minimum | Maximum | Mean | Std. Deviation
TL 41 98 77.63 | 10.10
ol 35 60 48.57 | 6.01
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Reliability test have been applied on 120 questionnaires comprising of 25 questions among
which 17 were related to transformational leadership and 8 were in related to organizational
innovation, as shown in table 2. We got the value of alpha after the application of test for both
Transformational leadership and organizational innovation which is .85 and .66 respectively.
Alpha shows the reliability of the instrument. The reliability value more than 0.60 shows that
questionnaires items are reliable for data collection.

Table 2. Alpha Coefficient of Transformational Leadership and Organizational
Innovation(N=120)

Variable Name No. of Items | Alpha
Transformational Leadership 17 .85
Organizational Innovation 9 .66

Finally, the study used regression analysis. This study’s results show that the f = .257 which
presents the affirmative, robust and important relationship between the two variables
“Transformational Leadership and Organizational Innovation”. R2 is showing 6.6%, which
means that independent variable “Transformational Leadership” was able to explain 6.6%
variations of dependent variable “Organizational Innovation. F-test statistics is used to
analyze fitness of the model, null hypothesis of f-test states that “Model is not fit”. Our study
successfully reject null hypothesis, as tabulated value of f-test is less than our calculated
value (F=4.10, P<.047), which significantly prove that our “Model is fit”.

Table 3. Regression Analysis (N=120)

Model B Standard error B t
Constant 36.68 591 -- 6.207
Transformational Leadership | 0.153 0.076 0.257 2.026
R==0.066

(F=4.10, P<0.047)

Discussion: Organizations are now facing a vibrant environment with high value of
innovation and global competition. Leadership has a great impact on the organization and
bringing innovation to it. There is an increasing importance of leadership especially
transformational leadership over the past three decades in the organizational success through
innovation.

For a sustained innovation culture the transformational leaders and companies have to
incorporate innovation and creativity in their strategy.

The Study serves as reference for relationship status of transformational leadership on
organizational innovation in context of Pakistan within the boundaries of telecommunication
industry. Hypothesis developed proposed a positive impact of transformational leadership on
organizational innovation. The Beta value (p=.257) shows positive and significant
relationship between transformational leadership and organizational innovation. The value of
R-Square showed 6% variance (F=4.106, P<.05) grounded by transformational leadership
and organizational innovation. The study results are in line with the researches done
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previously like researches that focus on the topic that are “Towards understanding direct and
indirect effect of transformational leadership on firm innovation” (Jung Chow and Anne Wu ,
2003), the result revealed that transformational leadership increases and have a positive effect
on organizational innovation, as in study of llsev et al. (2009) titled “Transformational
leadership and organizational innovation: role of internal and external support”. This study
also clarifies the relationship between organizational innovation and transformational
leadership that the latter is a critical factor and has a significant influence on the former
variable. Transformational leadership behavior should be incorporated to get the most in
terms of organizational innovation as also indicated in the study of J. Garcia et al. (2008)
titled “Influence of transformational leadership on organizational innovation and performance
depending on the level of organizational learning in the pharmaceutical sector”.

It also viewed transformational leadership having an important influence on organizational
innovation. There has been quite much work done on this relationship but there is still room
for exploring more especially in Pakistan.

5. Conclusion

It is concluded that transformational leadership play a vital part in the organizational
innovation. Leaders using transformational leadership style will try and provide greater
opportunities for innovation as compared to the leaders using leadership style other than
transformational leadership. The results of this study showed that there is a positive
relationship between Transformational Leadership and Organizational Innovation. The
organizations should encourage the Transformational Leadership style, to bring change and
innovative ideas. By doing so they will be able to offer exclusive products to the market, this
will boost their market share. Every leader/manager should adopt transformational style of
leadership, so that they and their subordinates can raise themselves to better and higher tier of
motivation and morality.
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