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Abstract 

The purpose of this study was to empirically test the effect transformational leadership 

has on organisational climate for innovation, innovative work behaviour and 

organisational performance of Malaysian Government-linked Companies (GLCs). The 

first step was to ensure that the established scales used were valid in a Malaysian setting. 

Factor analysis was performed to examine the factor structure of each of the four 

constructs in this study: transformational leadership, organisational climate for 

innovation, innovative work behaviour and organisational performance. Structural 

Equation Modelling (SEM) was then employed to establish the measurement models and 

structural model to address the behavioural relationships hypothesised.  

 

Questionnaires were distributed through the Human Resources (HR) department after 

initial communication with the HR head of each GLC to seek consent. Of the 530 

questionnaires delivered, 206 were collected of which 202 were useable, yielding a 

response rate of 38%. Exploratory Factor Analysis (EFA), processed using SPSS 20.0, 

was carried out to inspect each construct‘s factorial structure according to the data 

collected from managerial grade staff in Malaysian GLCs. Following this, Confirmatory 

Factor Analysis (CFA) was employed to analyse the relationship between latent and 

observed variables. Data was processed and analysed using LISREL 9.1. Finally, linear 

regression was employed to try to understand the influence of organisational factors and 

demographic variables on the dimensions of each construct. The analysis offered new 

perspectives and supported the overall validity of the nomological network of the four 

constructs based on a Malaysian setting. This study reported the parameter estimates 
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representing relationships between the constructs under investigation and demonstrated a 

good fit of data for the hypothesised four-factor model. The final model supported the 

theoretical framework that links the four constructs and provided empirical evidence that 

transformational leadership style is a key influential factor that has a positive and 

significant impact on organisational climate for innovation, employees‘ work behaviours 

and organisational performance.  

 

Limited research available in the Malaysian literature, particularly in the context of 

Government enterprises, has limited the opportunity to gather related empirical 

information from previous studies. This study provides several contributions to theory 

and practice. Firstly, it validates the structure of the scales used in a Malaysian context. 

Secondly, the hypothesised relationship of the constructs in the theoretical model was 

supported and results consistent with previous empirical work done in the West. In terms 

of practice, this research leads to a better understanding of the desired leadership style 

that will build the right climate to enhance individual innovativeness and highlights the 

need to take appropriate steps to revamp an organisation‘s human resources policy and 

training needs. This could include introducing new structures and systems where there is 

increased autonomy and developing rewards and/or recognition programs that place 

importance on proactive behaviours linked to innovativeness. In order to promote 

innovative work behaviour among employees as well as create a conducive climate for 

innovation, organisations could focus on training and development efforts on specific 

transformational leadership dimensions, such as intellectual stimulation, idealised 

influence and individualised consideration, that encourage such innovative behaviour. 
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Finally, this research also presents a practical tool for managers who want to strengthen 

or develop a working climate for innovation to attain organisational performance. 

Managers can encourage employees in their organisation, personally and collectively, to 

proactively engage in innovative endeavours, as the results of the research verified the 

positive influence of the idealised influence dimension of transformational leadership on 

innovative behaviour. As demonstrated in the analysis, with the right innovative climate 

built, organisations can be better placed to harness the benefits of innovativeness to 

enhance organisational performance. 

 

The results also presented a number of avenues for future research. This study has aided 

in setting the framework for further research in innovation management. A logical 

extension of the research is to explore the extent positive, proactive or extra-role 

behaviour, such as organisational commitment, and organisational citizenship behaviours 

act as mediators that link transformational leadership to organisational climate for 

innovation and innovative work behaviour. Another interesting path for future research to 

take would be to undertake a comparative study to determine the mediating effect that 

organisational culture and organisational climate have in the relationship between 

transformational leadership and organisational performance, and to compare their 

multilevel and multifaceted mediating role. 
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Chapter One 

Introduction 

 

1.1 Chapter Overview 

The aim of Chapter One is to provide the background of this study including the setting, 

introducing the research problem, presenting a justification for the research, highlighting 

the objectives and providing an outline of the investigation. The first section outlines the 

introduction to the research. The second section explains the setting which the study is 

based on. The third section draws on literature concerning transformational leadership, 

climate for innovation, innovative work behaviour and organisational performance. The 

fourth section highlights the research problem. The fifth section provides the research 

objectives and represents the theoretical model. In section sixth the methodology for the 

study is presented, followed by the seventh section which identifies the delimitations of 

the study. Section eight outlines the scope and highlights the research outcomes. The 

ninth section concludes the chapter by outlining the structure of this thesis. 

 

1.2 Introduction 

To be truly successful, organisations should really place emphasis on how to maintain a 

steady flow of innovations, but this is more easily said than done. The challenge can be 

met if organisations realise that their ability to innovate effectively is inextricably linked 

to factors or dimensions such as their leaders, individual work behaviour, culture, 

climate, and organisational design (Andriopoulos, 2001; Jung, 2001; Amabile, Schatzel, 

Moneta & Kramer, 2004; DiLiello & Houghton, 2006; France, Mott & Wagner, 2007; 
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Jung, Wu & Chow, 2008; Sarros, Cooper & Joseph, 2008; Pieterse, Knippenberg, 

Schippers & Stam, 2010;  Michaelis, Stegmaier & Sonntag, 2010; Chen, Lin, Lin & 

McDonough, 2012; Si & Wei, 2012; Kheng & Mahmood, 2013). 

 

While designing and building the right organisational structure, and processes will 

support the development and implementation of ideas that create value, sustained 

innovation will depend to a great extent on the right climate. Encouraging a climate 

conducive to innovation will be a true differentiator for organisations that wish to be 

industry leaders, especially since organisational climate is an essential factor that 

enhances the perception of support for innovation and an individual's innovative 

behaviour (Montes, Moreno & Fernandez, 2004). Results of several researches have 

affirmed the importance of Innovative Work Behaviour (IWB) of employees in enabling 

organisations to gain competitive advantage (Janssen, van de Vliert, & West, 2004; 

Kanter, 1988; Scott & Bruce, 1994; Shih & Susanto, 2011), thus showing that support 

which enhances innovative work behaviour of employees can impact the performance of 

organisations. Andriopoulos (2001), Kazama, Foster, West and Dawson (2002), Reiter-

Palmin and Illies (2004), Jung et al. (2008), Chen et al. (2012), and Michaelis et al. 

(2010) all highlighted that the creative and innovative outcomes are dependent to a large 

extent on leaders. At the individual level, leadership has been posited as an important 

determinant of innovative work behaviour (Oke, Munshi, & Walumbwa, 2009; Pieterse et 

al., 2010; Aryee, Walumbwa, Zhou & Hartnell, 2012). A common theme in leadership 

has been to conceptualise transformational leadership as a leadership style targeted at 

change and innovation (Tichy & Devanna, 1986; Jung, 2001; Bass & Riggio, 2006). 
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Transformational leadership involves active and emotional relationships between leaders 

and followers. Sosik, Kahai and Avolio (1998) attributed intellectual stimulation as a key 

characteristic of transformational leadership likely to promote creativity among 

followers. While transformational leadership style would promote innovation through the 

development of enthusiasm, trust and openness, transactional leadership would lead to 

acceptance of innovation only through reinforcement and reward (Jung, 2001). 

Developing leaders who can create a strong organisational climate for innovation and 

who support innovative work behaviour is seen as a key challenge. Studies by Bharadwaj 

and Menon (2000), and Huthala and Parzifell (2007) have shown that support for 

innovativeness at both the individual and organisational levels will be likely to lead to 

greater innovation performance in the organisation. Leaders who understand how their 

leadership styles impact on the climate of innovation and work behaviour supportive of 

innovativeness will create the most opportunities for innovation in their organisations 

which, in turn, may enhance the performance of organisations. This study examines the 

impact of Transformational Leadership (TL) style on three major constructs: 

Organisational Climate for Innovation (CFI), Innovative Work Behaviour (IWB) and 

Organisational Performance (OP) in the context of public listed Malaysian Government-

linked Companies (GLCs). 

 

1.3 The Setting: Malaysian Government-linked Companies  

Government-linked Companies (GLCs) are defined as companies that have a primary 

commercial objective and in which the Malaysian Government has a controlling stake 

(Ting & Lean, 2011). To date, there are 33 GLCs listed on Bursa Malaysia, the 
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Malaysian Stock Exchange (Ibrahim, Abdullah, Kadir & Wafa, 2012). They play a vital 

role in the nation‘s economy (Ang & Ding, 2006; Lau & Tong, 2008) accounting for 

almost 10% of Gross Domestic Product. GLCs employ an estimated 5% of the national 

workforce and account for approximately 36% of the market capitalisation of the 

Malaysian Stock Exchange (Khazanah, 2013). They are main service providers to the 

nation in key strategic utilities and services including electricity, telecommunications, 

postal services, airlines, airports, public transport, banking and financial services (Hill & 

Gochoco-Bautista, 2013). GLCs are increasingly playing an active and significant role in 

building international economic linkages through investments in foreign ventures and in 

new growth sectors, in line with a gradual internationalisation of Malaysian economic 

interests (Ahmad, 2008). This study specifically focuses on a cluster of GLCs called G20. 

G20 is a term for the grouping of the top 20 listed GLCs but which, as at 2013, is down to 

17 due to mergers, demergers and other corporate restructurings. The GLC Programme 

Progress Review (PSG, 2012) by the Putrajaya Committee on GLC Performance (PCG), 

is a high level committee formed by the Malaysian Government in 2005 to design and 

implement comprehensive national policies and guidelines to transform GLCs into high 

performing entities. The market capitalisation of G20 stands at RM 336 billion and 

employs 359,187 employees.  In terms of regional expansion, the 2012 Progress Review 

reported that GLCs had made inroads into regional markets where, from 2004 to 2011, 

G20 foreign sales grew from 26% to 33% and foreign assets from 13% to 26% (PSG, 

2012). The indication is that Malaysian GLCs are now no longer inward looking and are 

keen to take on competition in foreign grounds where government backing is no longer 
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advantageous in seeking profit opportunities (Ahmad, 2008; Hill & Gochoco-Bautista, 

2013).  

GLCs are now under greater pressure to develop strategies to compete successfully in a 

far more liberalised economic environment and with mounting challenge from new 

competition, both local and foreign (Thompson, Strickland & Gamble, 2007). 

Historically, many GLCs were originated as government owned entities such as the 

utility boards and infrastructure providers. Although these entities became GLCs with 

profit objectives, the nature of business did not evolve much and many remained 

monopolistic due to nationalistic interests. However, times have changed and in 2010 the 

Malaysian Parliament passed the Competition Act 2010, which was intended to prevent 

large companies from engaging in monopolistic activities. It came into force 1
st
 January 

2012. Prior to this there was no law against monopolies or the formation of monopolies 

and oligopolies. The act applies to all commercial entities including GLCs. GLC would  

have to perform on a much different landscape which would no longer be insulated 

(Janang, Suhaimi & Salamudin, 2011). GLC, like any other organisation, will now need 

to find new ways to be competitive or they will perish. 

 

The study of transformational leadership and its effects on the climate for innovation, 

innovative work behaviour and organisational performance based on this setting is 

pertinent as these are high profile companies with an increasing need to enhance human 

capital in order to build capable leaders to run these large organisations as well as to 

understand the impact their leaders have on the creation of a conducive environment that 

supports innovation.  
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1.4 Theoretical Background 

1.4.1 Transformational Leadership  

Categorised as ‗contemporary leadership‘ studies, researchers have continued to focus on 

identifying the characteristics, impact and values of transformational leadership style 

(Northouse, 2010). According to Si and Wei (2012), transformational leaders are similar 

to charismatic leaders but are distinguished by the ability to bring about change, 

promoting innovation and inculcating entrepreneurship. 

 

Hunt (2004), in a comprehensive review of the leadership field, described the increasing 

popularity of studies related to transformational leadership. This could be attributed to the 

increased interest in the emotional and symbolic aspects of leadership. Transformational 

leaders influence their followers by means of a variety of behaviours, so that followers‘ 

values and interests are transformed (Judge & Piccolo, 2004; Rowold, 2011). 

Transformational leadership is defined in terms of the leader‘s effect on followers: they 

feel trust, admiration, loyalty and respect towards the leader and are motivated to do more 

than that which they originally expected (Moss & Ritossa, 2007; Yukl, 1997, 2002). 

Transformational leaders pay attention to followers‘ individual needs for achievement 

and growth by acting as coach or mentor, creating learning opportunities as well as a 

supportive climate to grow in the organisation (Jung, Wu & Chow, 2008). This leadership 

style inspires and stimulates followers to set aside their self-interest and engage in 

collective work or teamwork. Poel, Stoker and Zee (2012) and Avolio (2005) also 

highlighted that more than other frameworks, transformational leadership focuses upon 

the significant role leaders‘ play in promoting personal and organisational change. Bass 

(1985) identified four independent components of transformational leadership: 1) 
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idealised influence, 2) inspirational motivation, 3) intellectual stimulation and 4) 

individual consideration. 

 

When viewed as a determinant, research has shown that transformational leadership 

behaviour can induce significant influences on the individual-level, team- or group-level, 

and organisational-level outcomes (Wang, Oh, Courtright & Colbert, 2011). Previous 

work has reported the effect of transformational leadership on organisational commitment 

(Avolio, Zhu, Koh & Bhatia, 2004), organisational citizenship behaviour (Nahum-Shani 

& Somech, 2011), satisfaction and performance (Vecchio, Justin & Pearce, 2008), 

employees‘ well-being (McKee, Driscoll, Kelloway & Kelley, 2011), organisational level 

innovation (Chen et al., 2012) and employees‘ creative performance (Gumusluoglu & 

IIsev, 2009; Shin & Zhou, 2003). Apart from this, transformational leaders have been 

shown to encourage team cohesion and increase team performance and effectiveness 

(Bass, Avolio, Jung & Berson, 2003; Zhang, Cao & Tjosvold, 2011) as well as influence 

organisational performance through their impact on organisational climates, systems, and 

strategies (Liao & Chuang, 2007). Furthermore, transformational leadership impacts 

positively not only on organisational performance and individual performance, but also 

on employees‘ positive attitude transformation, employee engagement and emotional 

encouragement (Bass & Riggio, 2006; Rowold, 2011; Northouse, 2010; Song & Kolb, 

2012). In the current challenging global economic environment, transformational leaders 

are seen as one of the most effective and crucial elements of an organisation for 

overcoming rapidly changing business trends and landscapes (Boga & Ensari, 2009; 

Chen et al., 2012). 
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1.4.2 Organisational Climate for Innovation 

Kuenzi and Schminke (2009) stated that studies on organisational climate or work 

environment have been a compelling and vibrant area of scholarship and research. 

Previous works related to climate dimensions have shown positive relationships to a 

number of  outcome variables, such as higher profitability, productivity (Firenze, 1998; 

Davis, 2000), a positive connection between innovation climate and employees‘ 

innovative work behaviour (De Jong & Den Hartog, 2010), determining climate 

dimensions that discriminate between best- and worst-case work environments (Isaksen 

Lauer, Ekvall & Britz, 2001), most and least creative teams (Isaksen & Lauer, 2002) and 

connections between creative climate measures and creative output at the organisational, 

group and individual level (Hunter, Bedell & Mumford, 2007). The deliberate 

management of a climate supportive of innovation is a key challenge for those who lead 

and manage organisations (Isaksen & Ekvall, 2010).  

 

The key construct that must be considered to better understand the internal environment 

supportive of innovation is defined as the Climate for Innovation and is crucial for 

organisations leveraging on innovativeness to create a competitive advantage and 

enhance performance. A supportive climate for innovation is one where creativity and 

change are encouraged and Isaksen and Ekvall (2010) assert that part of managing for 

innovation is creating the appropriate climate so that employees can share and build upon 

each other‘s ideas and suggestions. Ekvall‘s (1983) climatic dimensions are, at present, 

well-accepted to represent the factors that determine the organisational climate for 

innovation.  Isaksen and Lauer (2002) further refined Ekvall‘s model which identified the 

following climate for innovation dimensions: 1) freedom, 2) challenge and involvement, 
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3) dynamism, 4) idea support, 5) idea time, 6) debate, 7) conflict, 8), trust and openness 

and 9) risk-taking.  

 

1.4.3 Innovative Work Behaviour 

While creating the right organisational structure and processes will support the 

development and implementation of ideas that create value, sustained innovation will 

depend to a great extent on how organisations can capitalise on their employees‘ 

innovative work behaviour. Researchers suggest that the extent to which any firm can 

continuously innovate is linked to innovation by individual employees (Scott & Bruce, 

1994; Janssen, 2000; De Jong & Den Hartog, 2007). Encouraging and supporting 

innovative work behaviour can be a true differentiator for organisations that wish to lead 

the pack. Employees can innovate either because it is part of their job description or by 

expressing voluntary innovative behaviour. However, Katz (1964) highlighted that 

organisations should rely on voluntary, innovative and spontaneous behaviour not 

specified by role prescriptions in order to accomplish organisational goals.  

 

Innovative work behaviours are discretionary behaviours and are not part of the 

employees‘ prescribed job description or explicitly defined roles and, as a result, are not 

recognised by an organisation‘s formal reward and recognition systems (Janssen, 2000; 

Ramamoorthy, Patrick, Flood & Sardessai, 2005). Nevertheless, employees‘ tendencies 

to engage in these extra-role behaviours can lead to enhanced team and organisational 

effectiveness and superior performance (Ramamoorthy et al., 2005).  
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Janssen (2000) maintains that innovative work behaviour consists of three interrelated 

behavioural tasks: idea generation, idea promotion and idea realisation. Idea generation 

refers to the formulation of new ideas which are in some way beneficial to the 

organisation or the workgroup. Idea promotion entails galvanising support for these new 

ideas. The final step in the innovation process is idea realisation, which involves 

producing an innovation model that can be applied within a work group or to the 

organisation as a whole. 

 

Driven by the assumption that employees‘ innovative work behaviour contributes 

positively to work outcomes, researchers have devoted increasing attention to factors that 

potentially promote innovative work behaviour. Various organisational and individual 

factors have been studied as important determinants of innovative work behaviour (e.g. 

Janssen et al., 2004; Mumford, Scott, Gaddis & Strange, 2002).  However, these studies 

have essentially been based on western countries and culture. It is important to establish 

whether or not the concepts and understandings of innovative work behaviour developed 

in western contexts hold true in an Asian cultural context. The results will be 

instrumental to multi-national organisations that operate across various national borders 

and cultural norms, as they should be able to identify the considerations needed to be 

taken when managing human resource dimensions such as employee innovative 

behaviour. 

The innovation capacity of an organisation resides in the intelligence, imagination and 

creativity of its employees (Mumford, 2000) and their implication and support is needed 

for the development and implementation of innovation. 
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1.4.4 Organisational Performance 

Performance is an end result of an activity, and organisational performance is the 

accumulated end results of an organisation‘s work processes and activities (Stephen & 

Mary, 2002). Managers need to understand the factors which contribute to high 

organisational performance so that they will know how to steer the organisation in order 

to achieve the best value for their organisation. 

 

Organisational performance can be assessed through many different means (Tangen, 

2003; Antony & Bhattacharyya, 2010), giving rise to a different understanding of what is 

deemed successful performance, and with each of these perspectives of organisational 

performance being maintained as unique. In addition, each organisation has a unique set 

of circumstances, making performance measurement inherently situational (Cameron & 

Whetton, 1983). Measuring organisational performance is vital for researchers and 

practitioners to evaluate the specific actions of organisations and managers, and how 

organisations progress over time. Its importance as the ultimate evaluative criterion is 

reflected in its extensive use as a dependent variable. 

 

According to Richard, Devinney, Yip and Johnson (2009), there is ongoing deliberation 

on the best approach to measure organisational performance and it is crucial to establish 

the applicability of results related to this construct in management research. With a more 

sound understanding of the meaning, as well as measurement of performance, this article 

aims to provide a better understanding of the most common dependent variable. 
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Richard et al. (2009) in their review of past studies revealed a multi-dimensional 

conceptualisation of organisational performance related mainly to stakeholders, products, 

markets and time. Their review of the operationalisation of performance emphasises the 

limited effectiveness of conventional measurement practices in utilising this multi-

dimensionality. To address these findings, researchers will need to possess a strong 

theoretical rationale on the nature of performance and rely on strong theory to establish 

which measures should be combined and the method for doing so. All management 

research on performance should explicitly address these requirements, which this paper 

aims to achieve, albeit in an Asian context. In addition, the results will give an insight of 

the perception of managers in GLCs regarding the performance of their organisations 

with respect to the competition. 

 

1.4.5 Transformational Leadership, Innovation and Organisational Performance 

Mumford et al. (2002) in their review summarise that innovation, in general, has been 

studied in relation to strategy (Parnell, Lester & Menefee, 2000); structure (Burns & 

Stalker, 1961; Damanpour, 1988); dissemination practices (Abrahamson, 1991); group 

interactions (Mumford, Feldman, Hein & Nago, 2001); organisational performance 

(Rowold, 2011) and individual performance capabilities (Runco & Sakamoto, 1999). 

Table 1.1 summarises major studies that examined the relationship between leadership 

styles, innovation and organisational performance. In terms of leadership, Mumford et al. 

(2002), state that studies by Tierney, Farmer and Graen (1999) and Cummings and 

Oldham (1997) point to two crucial conclusions. First, certain types of leadership are 

apparently related to creativity and innovation. Second, people‘s willingness to engage in 

creative pursuits is affected by a leader‘s influence tactics. Leaders‘ efforts through the 
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use of status power, conformity pressure and organisational commitment to induce 

innovativeness are likely to be futile (Mumford et al., 2002). Instead, to encourage 

innovativeness, leaders should empower followers and also motivate them intrinsically 

(Amabile, 1998). Deliberate climate creation is the main responsibility of leadership 

within any organisation. Of all the factors that influence climate, leadership behaviour is 

generally the most potent (Amabile et al., 2004; Ekvall & Ryhammar, 1998; Ekvall, 

1999).  
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Table 1.1: Recent major studies related to transformational leadership, innovation and 

organisational performance.  

 

Author Purpose of Study Results 

 

Relationship between transformational leadership and innovation/ creativity 

 

Sosik at 

al. (1998) 

An experimental based study to 

examine effects of high and low 

levels of transformational 

leadership on group creativity. 

Groups working under higher levels of transformational 

leadership generated more idea generation and original 

solutions than groups working under lower levels of 

transformational leadership.  

Tierney et 

al. (1999) 

Examination of LMX (Leader-

Member Exchange) leadership 

style and employee creativity and 

the relevance of traits and 

relationships. 

Employee intrinsic motivation and cognitive style, LMX, 

the interactions between employee intrinsic motivation 

and leader intrinsic motivation, between LMX and 

employee cognitive style relate to employees‘ creative 

performance. 

Jung 

(2001) 

Transformational and transactional 

leadership and their effects on 

creativity in work groups in an 

experimental setting. 

Participants in the transformational leadership condition 

and in the nominal group condition outperformed their 

counterparts in the transactional leadership condition and 

in the real group condition.  

Mumford 

et al. 

(2002) 

Relationship between leadership 

and employee creativity.  

The leadership of creative efforts calls for an integrative 

style that involves three crucial elements: idea generation, 

structuring and idea promotion. 

Jung, 

Chow & 

Wu 

(2003) 

Examination of how 

transformational leadership style of 

top managers directly and 

indirectly affects innovation at the 

collective level of the organisation.  

Positive relationship between transformational leadership 

and organisational innovation. Transformational 

leadership was also significantly and positively related to 

empowerment and support for innovation. However, 

empowerment, in contrast to support for innovation, was 

negatively related to organisational innovation. 

 

Shin & 

Zhou 

(2003) 

Study of how transformational 

leadership relates to conservation, 

creativity and intrinsic motivation. 

Transformational leadership was positively related to 

follower creativity. Followers‘ ‗conservation,‘ moderated 

that relationship, and intrinsic motivation mediated the 

contribution of the interaction of transformational 

leadership and conservation and partially mediated the 

contribution of transformational leadership to creativity. 

 

Politis 

(2004) 

Relationship between 

transformational and transactional 

leadership and the ‗stimulant‘ and 

‗obstacle‘ determinants of the work 

environment for creativity. 

Positive relationship between transformational and 

transactional leadership and the ‗stimulant‘ determinants 

of the work environment for creativity. Transformational 

leadership was more strongly correlated than 

transactional leadership with the ‗stimulant‘ determinants 

of the work environment for creativity. 
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Amabile 

et al. 

(2004) 

Investigation of leader behaviours 

and the work environment for 

creativity with focus on perceived 

leader support. 

Leaders who interact daily with subordinates may, 

through certain behaviours directed at those subordinates, 

influence their daily perceptions, feelings, and 

performance, ultimately influencing the overall creativity 

of the work that they do. 

 

Eisenbeiss 

et al. 

(2008) 

Study if the effects of 

transformational leadership on 

team innovation is mediated by 

support for innovation and 

moderated by climate for 

excellence. 

 

Transformational leadership was instrumental in team 

innovation but not sufficient to stimulate team 

innovation. For teams to innovate it is important that 

team members share a concern for a climate for 

excellence. 

Jung et al. 

(2008) 

Relationship between CEO 

transformational leadership and 

innovation at the organisational 

level. 

There was a positive relationship between CEO 

transformational leadership and organisational 

innovation. The study revealed moderating effects of two 

attributes of the environment (uncertainty and 

competition) and four organisational level characteristics 

(climate for support for innovation, formalisation, 

centralisation and empowerment). 

 

Si & Wei 

(2012) 

Relationship between 

transformational and transactional 

leaderships, empowerment climate 

and innovation performance. 

 

Transformational leadership and team empowerment 

climate were positively related to subordinates‘ creative 

performance, while transactional leadership was 

negatively related to subordinates‘ creative performance. 

 

Relationship between transformational leadership and organisational performance 

 
Bass et al. 

(2003) 

Transformational and transactional 

leadership as predictors of unit 

performance. 

Transformational leadership was predictive of unit 

performance and is correlated positively with ratings of 

unit potency and cohesion. 

Morales, 

Montes & 

Jover 

(2008) 

The effects of transformational 

leadership on organisational 

performance through knowledge 

and innovation. 

Transformational leadership had a positive effect on 

organisational performance through knowledge and 

innovation. 

Boga & 

Ensari 

(2008) 

The role of transformational 

leadership and organisational 

change on perceived organisational 

performance. 

 

Transformational leadership was more strongly 

associated with organisational performance when 

organisations undertook high change. 

Rowold 

(2011) 

Relationship between leadership 

behaviour and performance. 

Leadership behaviour, including transformational 

leadership and performance, was moderated by facets of 

work-team heterogeneity. 

Sarros et 

al. (2008) 

Relationship between 

transformational leadership and 

climate for innovation, and the 

extent a competitive, performance-

oriented organisational culture 

mediates this relationship. 

Transformational leadership was associated with 

organisational culture, primarily through the processes of 

articulating a vision, and to a lesser extent through the 

setting of high performance expectations and providing 

individual support to workers.  
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Relationship between transformational leadership and innovative behavior 

 

Gumusluo

glu et al. 

(2009) 

Transformational leadership and 

organisational innovation studied 

at the organisational and individual 

levels. 

Transformational leadership had positive effects on 

creativity at both the individual and organisational levels.  

 

Pieterse et 

al. (2010) 

Relationship between 

transformational-transactional 

leadership and innovative 

behaviour, and the moderating role 

of psychological empowerment. 

Transformational leadership was positively related to 

innovative behaviour only when psychological 

empowerment was high, whereas transactional leadership 

had a negative relationship with innovation under this 

condition. 

Michaelis 

et al. 

(2010) 

Relationship between 

transformational leadership and 

followers‘ innovation 

implementation behaviour. 

 

Transformational leadership was strongly related to 

followers‘ innovation implementation behaviour and this 

relationship was moderated by followers‘ levels of 

perceived climate for initiative. Commitment to change 

fully mediated the relationship between transformational 

leadership and follower innovation implementation 

behaviour. 

Imran & 

Haque 

(2011) 

Mediating effect of organisational 

climate between transformational 

leadership and innovative work 

behaviour. 

The relationship between transformational leadership and 

innovative work behaviour is mediated by rational goal 

model of organisational climate. 

Aryee et 

al. (2012) 

Relationship between 

transformational leadership, 

innovative behaviour, and task 

performance. 

 

Psychological processes and employees‘ innovative 

behaviour mediated the link between transformational 

leadership and employee task performance. 
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Ekvall (1991) suggests that a leadership role which is facilitative in nature fosters the 

generation of new or creative outputs. Employees are also more creative if given greater 

levels of autonomy (King & West, 1985). Cummings and Oldham (1996) also suggested 

that supportive, non-controlling supervision will have a positive impact on 

innovativeness. Studies by Sosik et al. (1998) and Jung (2001) found positive effects of 

leadership on team creativity. Leaders enable followers to reach higher levels of 

innovativeness by enhancing followers‘ intrinsic motivation and self-efficacy (Shin & 

Zhou, 2003). These previous studies show that the leadership dimensions which support 

creativeness or innovativeness seem to have much in common with the dimensions of 

Bass‘s (1985) transformational leadership style. Jung, Chow and Wu (2003) stated that 

because transformational leadership triggers followers‘ exploratory and critical thinking 

processes, it may establish a working environment where unconventional approaches are 

encouraged and innovativeness is given high priority. While transactional leadership is 

seen as focused on the status quo and fostering performance on well-defined tasks to 

meet set goals, transformational leaders highlight the need for change and promotion of 

creativity and innovation (Avolio, 1994; Bass & Riggio, 2006). By being oriented 

towards innovation, transformational leaders can enhance their followers‘ innovativeness 

through motivation and intellectual stimulation (Mumford et al., 2002; Gumusluoglu & 

Ilsev, 2009; Pieterse et al., 2010). Michaelis et al. (2010) argued that leaders who coach, 

counsel, mentor and train their followers can enhance their skills and motivation to seek 

out opportunities and attempt new methods of approaching a problem. Several 

researchers have identified transformational leadership (Pieterse et al., 2010; Shin & 

Zhou, 2003, Aryee et al., 2012) as an important determinant of innovative behaviour. In a 
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recent study, Si and Wei (2012) reported that transformational leadership and team 

empowerment climate were positively related to the creative performance of 

subordinates, while transactional leadership was negatively related to their creative 

performance. Therefore, it appears that transformational leadership should be suited to 

foster or create a positive influence on the organisational climate for innovation as well as 

innovative work behaviour of individuals. 

 

Studies linking leadership styles to individual creative or innovative performance is scant 

(Shin & Zhou, 2003; Amabile et al., 2004) and empirical research linking 

transformational and transactional leadership to creativity and innovation at the 

organisational level is also wanting (Politis, 2004; Mumford et al., 2002). A review of the 

most current literature on transformational leadership and innovation showed that there 

were only few related studies carried out within this domain (Table 1.1).  

 

Considering that researchers have emphasised the transformational leadership role in 

creating an intellectually stimulating work environment, it is surprising that studies  

examining how transformational leadership style affects the organisational climate for 

innovation, specifically Jung et al. (2003), is limited. To date, only Sarros et al. (2008) 

appear to have attempted to empirically examine the linkages of leadership, 

organisational culture and climate for organisational innovation.  

 

In terms of organisational performance, numerous studies have affirmed the importance 

of climate for innovation (Crespell & Hansen, 2009; Nybakk & Janssen, 2012) and 
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innovative work behaviour (Janssen et al., 2004; Kanter, 1988; Oldham & Cummings, 

1996; Scott & Bruce, 1994; Yuan & Woodman, 2010; Shih & Susanto, 2011) of 

employees in helping organisations to gain competitive advantage and enhance 

organisational performance. A sustained support for innovation could lead to enhanced 

organisational effectiveness associated with long-term improved performance. It is 

therefore important that to enhance organisational performance, innovation needs to be 

encouraged as a part of the everyday practice in the workplace and that leaders have an 

important role in making this possible (Kissi, Dainty & Liu, 2012). 

 

1.5 Statement of the Problem 

According to Carneiro (2008), although it is evident that leadership style and its different 

dimensions can drive the destinies of organisations, only few authors have focused 

attention on the possibility of whether leadership can increase innovative effort in order 

to contribute to better organisational level performance. In several studies (Politis, 2004; 

Mumford et al., 2002; Shin & Zhou, 2003; Barrett & Sexton, 2006; Sarros et al., 2008; 

Michaelis et al., 2010; Chen et al., 2012) carried out on the influencing factors on 

innovation, the idea of having an innovative working environment to create a competitive 

edge was often emphasised. Studies by Jung (2001), Politis (2004), Amabile et al. (2004), 

France et al. (2007) suggest that one way of achieving a strong work environment for 

innovation is through leadership.  

 

What can be expected from all these findings is that an important way to impact the 

climate for innovation may be by manipulating leadership behaviours. As a consequence, 
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there is justification for the transformational leadership style to be given prominence, 

since there is evidence that its dimensions support building a creative environment. 

However, there is little empirical evidence that transformational leadership creates the 

most conducive climate for innovation in Malaysia, let alone in Malaysian government 

enterprises.  

 

Viewed at the individual level, leaders who are able to influence the work environment 

and provide the right support should in turn encourage innovative work behaviour among 

employees. However, literature reveals that very few empirical studies have examined the 

relationship between transformational leadership and the innovative work behaviour 

construct (Janssen, 2000; Reuvers, Engen, Vikenburg & Wilson-Evered, 2008). It would 

be of interest to empirically study the relationship between transformational leadership 

and employees‘ innovative work behaviour in an Asian setting to improve 

generalisability. 

 

While it seems academic that a positive climate for innovation should impact on 

innovative work behaviour, results from studies have been mixed. Martins and 

Terblanche (2003) Hunter et al. (2007), and Axtell, Holman, Unsworth, Wall, Waterson 

and Harrington (2000) found a positive relationship while Scott and Bruce (1994) found a 

positive, but rather weak, relationship. However, De Jong and Den Hartog (2007), who 

expected a supportive innovation climate to correlate positively with innovative work 

behaviour, did not find support for this relationship. Therefore, there is need for further 

evaluation of the relationship between these constructs. 
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Haakonsson, Burton, Obel and Lauridsen (2008) assert that an explicit consideration of 

how and why climate affects employees‘ behaviour should help explain the role of 

leadership in affecting climate, and how this relationship is related to organisational 

performance. From the literature review, it is apparent that there is limited empirical 

study on the relationship between transformational leadership styles, climate for 

innovation, innovative work behaviour and organisational performance. There is an 

obvious gap in this body of knowledge where a better understanding of these 

relationships is needed.  GLCs, being the research setting of this study, accordingly stand 

to gain from innovative employees, as organisational level performance is reflected in 

extensive social and economic repercussions. More specifically, GLCs are confronted 

with the challenge of delivering greater revenue for their major stakeholder, the 

Malaysian Government, while ensuring that their leaders fully appreciate what is needed 

to lead the largest workforce in the country and leverage on innovativeness. The 

importance of leadership in Malaysian GLCs, as a critical enabler to enhance the 

performance of these large entities, is seen as a key focus area by the country‘s leadership 

who require GLCs to spearhead as one of the growth engines of the national economy 

and to create greater shareholder returns (Rahman, Badruddin, Shariff & Noor, 2009). 
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 1.6 Research Objective and Conceptual Model  

In a knowledge-driven global business environment, the creative process, which 

ultimately gives rise to innovations, implicitly involves leadership (Callan, 2004) and 

although leadership is generally accepted as a determinant of a supportive climate for 

innovation, there is little evidence explicitly showing the relationship from the 

Transformational-Transactional leadership angle. Even in studies on team innovation, 

results have been contradictory. While Jung (2001) and Sosik et al. (1998) found positive 

effects of transformational leadership on team creativity, research by Jaussi and Dionne 

(2003) found a negative effect, while research by Wilson-Evered, Hartel and Neale 

(2001) did not observe any relationship between transformational leadership and team 

innovation. As these findings have exhibited mixed results, there is therefore a need for 

more empirical research to examine the relationship between transformational leadership 

style to the climate for innovation or work environment dimensions and innovative work 

behaviour, as well as the consequential effect on organisational performance. 

 

According to Boga and Ensari (2009), the major of challenge for organisations who wish 

to not only perform well but also create sustainable competitive advantages in the new 

economic landscape, is the ability to be receptive to organisational change. 

Innovativeness is fuelled by the need for change. Although it may be clear that 

leadership, specifically transformational leadership style, can drive change and enhance 

innovativeness which in turn may improve organisational performance, fully 

understanding the impact this style has on the climate for innovation dimensions, as well 

as innovative work behaviour, and effectively managing them to enhance organisational 
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performance, specifically in GLCs,  is truly a challenge. The general objective of this 

study is to empirically explore the relationship between transformational leadership style, 

organisational climate for innovation, innovative work behaviour and organisational 

performance in Malaysian GLCs. The specific objectives are: 

 

1. To study the overall impact of the dimensions of transformational leadership style 

on climate for innovation, innovative work behaviour and organisational 

performance in Malaysian GLCs. 

2. To examine the impact of transformational leadership on organisational climate 

for innovation. 

3. To examine the relationship between transformational leadership and innovative 

work behaviour of employees. 

4. To investigate how transformational leadership impacts organisational 

performance of Malaysian GLCs. 

5. To analyse the relationship between organisational climate for innovation and 

innovative work behaviour of employees. 

6. To understand the impact organisational climate for innovation has on 

organisational performance. 

7. To analyse the effect innovative work behaviour has on organisational 

performance. 

 

The conceptual model developed for this study shown in Figure 1.1 summarises the 

relationships between the constructs.  
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Figure 1.1: Conceptual model of transformational leadership, organisational climate for 

innovation, innovative work behaviour and organisational performance. 
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1.7 Methodology 

1.7.1 Research Paradigm and Method 

The positivist paradigm was used in this study and is pertinent as it is used to uncover the 

truths and facts (Guba & Lincoln, 1994) of the relationship between leadership 

behaviour, innovation and organisational performance. The positivist approach, which 

verifies and confirms empirical observations by means of measurable ways where 

findings are true, was deemed best-suited. 

 

To fulfil the purpose of this research, a deductive approach was used and the unit of 

analysis was at the individual level. As the aim of this empirical study was to study the 

effect of transformational leadership on the organisational climate for innovation, 

innovative work behaviour and organisational performance, a quantitative methodology 

was reasoned to be best-suited. The quantitative research methodology was considered to 

be most appropriate to use: first, because it systematically measured variables with the 

aim of explaining and predicting the phenomena and, second, it enabled each hypothesis 

to be statistically tested and the results generalised to the population of GLCs.  

 

A structured questionnaire survey was used which provided greater uniformity across 

research situations as respondents responded to the same standardised questions and, at 

the same time, gave respondents enough time to answer the questions. There was also 

much less interviewer bias which could have been created by the presence of someone 

who had vested interest in the results. Finally, the guarantee of confidentiality and the 
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element of anonymity enhanced the chances of receiving honest responses, especially 

when employees were to also rate their leader‘s style. 

 

1.7.2 Study Population 

The population of this study consisted of employees of public listed Malaysian GLCs. 

The sample was made up of managers of these organisations. Sufficient information 

about the subjects was reported to identify the population group from which they were 

drawn. The study focused on the perception of followers; their age, gender, nature of 

business, job level, years in service and education level were used as control variables. 

 

Prior to the distribution of the set of questionnaires, the Human Resources (HR) heads of 

each GLC were approached and were notified of the aim of the study. A pilot test was 

first carried out on 25 respondents. Due to the challenge of time and resources, only 

GLCs based in the capital of Kuala Lumpur, where the researcher is based, were 

sampled. For the purpose of this study 10 public listed G20 GLCs, obtained from the 

website of Khazanah National (Khazanah, n.d.), the investment holding arm of the 

Government, were targeted. The total sample size was 530 (approximately 50 samples for 

each GLC approached). In total 206 were collected of which 202 were useable, yielding a 

response rate of 38%. According to Kline (2005), for Structural Equation Modelling 

(SEM), a sample size of at least 200 is acceptable.  

 

1.7.3 Research Instrument and Measures 

A set of four structured questionnaire based surveys was utilised in the study. From the 

literature review, it was determined that the relevant measures or instruments for this 
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survey would include the Multifactor Leadership Questionnaire 5X (MLQ 5X) (Bass & 

Avolio, 2000), the Situational Outlook Questionnaire (SOQ) (Isaksen, Lauer & Ekvall, 

1999) previously called the Creative Climate Questionnaire or CCQ), Innovative Work 

Behaviour Questionnaire (IWB) developed by Janssen (2000), Organisational 

Performance  Questionnaire (OP) developed by Delaney and Huselid (1996) and 

demographic items required for data collection.  

 

1.7.4 Data Collection Procedure 

Based on the positivist research paradigm and the deductive research approach (Gliner & 

Morgan, 2000; Creswell, 2003), a quantitative research utilising questionnaire-based 

survey method for gathering evidence was deemed appropriate. This study employed a 

questionnaire-based survey as a method to capture the perception of managers in 

Malaysian GLCs. The questionnaires comprised a set of fixed format self-report items 

that were completed by respondents voluntarily, at their own pace and that were deemed 

suitable to produce more honest responses to sensitive topics. The English language was 

employed in the questionnaire as it is widely used in Malaysian corporations as the 

primary medium of communication. The questionnaires were distributed through the 

Human Resources (HR) department after initial communication seeking consent from the 

human resources head of each GLC. With the cover letter, HR heads of each organisation 

were given questionnaire packets to be distributed randomly to their managers. Each 

packet contained a cover letter from the researcher stating the aim of the study as well as 

information on confidentiality and anonymity, an MLQ 5X, SOQ, IWB and OP 
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questionnaire and a self-addressed envelope for returning questionnaires. Structured 

questions were intended to save the respondents‘ time and ensure definite answers.  

 

1.7.5 Data Analysis Procedure 

Using the Statistical Program for Social Sciences (SPSS) 20.0, several statistical 

techniques were utilised to analyse the research data. Descriptive statistics provided simple 

summaries about the sample and the measures (Sekaran, 2003). Age, gender, nature of 

business, education level, position and years in service were used as control variables. 

Regression analysis was conducted to determine the impact of the control variables on 

the individual latent constructs. SEM was employed in this study because it is a powerful 

statistical technique that establishes measurement models and structural models to 

address complicated behavioural relationships prevalent in many business researches 

(Shook, Ketchen, Hult & Kacmar, 2004). SEM is a largely confirmatory, rather than an 

exploratory technique, which justifies its use in this explanatory study. The LISREL 9.1 

software was employed. 

 

1.7.5.1 Measurement Model Assessment 

The validation of the measurement model was accomplished primarily through 

Confirmatory Factor Analysis (CFA) which depicted the pattern of observed variables for 

those latent constructs in the hypothesised model. Hair, William, Babin, Anderson and 

Tatham (2006) suggested that to be considered as having an adequate fit, all the indices 

must be measured against the following criteria: χ
2
/df < 3.00; GFI, CFI, and NFI > 0.90; 

and RMSEA < 0.08.  
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1.7.5.2 Structural Model Assessment 

The second step, the testing of the structural model to examine the relationships between 

constructs, was accomplished primarily through path analysis with latent variables. 

LISREL 9.1 produced the results for the final structural model with standardised path 

coefficients. The robustness of the structural model depended on the five goodness-of-fit 

indices suggested by Hair et al. (2006). In this part of the analysis, SEM yielded 

information about the hypothesised causal parameters, that is, the path coefficients. With 

estimates for each path, an interpretation was made of each relationship represented in the 

model and based on these, the hypotheses was accepted or rejected (Schreiber, Stage, 

King, Nora & Barlow, 2006). 

 

1.8 Scope and Delimitation 

A questionnaire-based survey was employed as a method to capture the perception of 

managerial grade employees in public listed Malaysian GLCs, specifically the G20 

group. The sampling framework of the study is limited to 10 Kuala Lumpur based G20 

GLCs only, due to time and resource challenges. In terms of leadership styles the study is 

limited to the transformational style. 

 

1.9 Research Outcomes and Contributions of the Study 

The study examines the perceptions which managers in Malaysian GLCs have on the 

transformational leadership style of their leaders, the current organisational climate and 

innovative work behaviour, and the subjective performance of their organisation relative 

to their competitors. Leaders need to understand how their leadership style impacts the 
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climate of innovation in their organisation. Hence, it is believed that this study would 

contribute to professional practice as this body of knowledge should be helpful to 

managers interested in promoting innovation in their organisations which, in turn, is most 

likely to enhance their organisational performance. It looked at the role that leaders play 

in the development of a positive climate for innovation, and it deepened the 

understanding on how the work environment interacts with other factors. For the GLCs 

which the study was based on, the results can help specify which areas within the 

organisations are working well and which require improvements. This has the potential to 

help managers to identify directions for action.  As for those earmarked for more senior 

roles, they must be aware of issues that need to be taken into consideration when there is 

a need to revitalise creativity and innovation in their workplaces. This work should also 

contribute in helping modify current leadership development programs and training 

policies to inculcate suitable leadership styles that promote an innovative work 

environment. In terms of theory testing, due to the limited view and empirical study of 

the relationship, the research will endeavour to fill the gap in this body of knowledge, 

where a better understanding of the relative effects of transformational leadership on the 

climate of innovation, specifically at the organisational level, innovative work behaviour 

and organisational performance, is needed. Chapter 5 will elaborate on the contribution of 

this study based on the results obtained. 

 

1.10 Organisation of the Thesis 

The thesis is organised as follows: 
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Chapter One (Introduction):  

This chapter discusses the background to the research, describes the Malaysian GLC 

setting, identifies the research problem and lists the research objectives arising from gaps 

in the available literature. Justification for the research is presented and the methodology 

used is briefly described. The delimitations of scope, research outcomes and contribution 

are described. The chapter concludes by outlining the structure of the thesis. 

 

Chapter Two (Theoretical Background):  

This chapter provides an extensive overview and useful discussion of the context in 

which the current research has been conducted. Hypotheses related to the constructs are 

posited and a theoretical model is presented. In addition, this chapter identifies the gap in 

knowledge in the field of transformational leadership, climate for innovation, innovative 

work behaviour and organisational performance in Malaysia. 

 

Chapter Three (Research Methodology and Design):  

This chapter discusses the research methodology used for the study and includes a 

justification of the research paradigm and quantitative methodology. It presents an 

overview of the participants and sampling design, followed by the research instruments 

and the data analytic plan which includes Exploratory Factor Analysis (EFA) using SPSS 

20.0, and Structural Equation Modelling (Confirmatory Factor Analysis, CFA) using 

LISREL 9.1. Methodologies of data gathering and data analysis are explained. The 

chapter concludes with a discussion of ethical considerations. 

 



32 
 

Chapter Four (Analysis, Results and Discussion):  

This chapter aims to present the results of the research based on quantitative data 

obtained. Analysis of the data and discussions of the findings in relation to the research 

issues and hypotheses developed is the crux of the chapter.  

 

Chapter Five (Theoretical Implications, Limitations, Directions for Future Research 

and Conclusion):  

This chapter summarises the major findings of the study, discusses the conclusions 

therefrom and implications of the study. It highlights a number of contributions to theory 

and practice. Limitations of the study, as well as recommendations for further research 

are also outlined.  

 

1.11 Conclusion 

This chapter laid the foundation for the research. It introduced the research background of 

the study and the theory of transformational leadership, climate for innovation, 

innovative work behaviour and organisational performance, as well as the setting of the 

current work. It identified research problems, objectives and outcomes. The research was 

justified and a conceptual model developed and presented; methodology was briefly 

described and justified. A framework of the thesis was provided, limitations outlined and 

a pathway was laid as a guide through the remainder of the thesis. The next chapter 

provides a detailed review of the extant literature in core areas of identified constructs. 
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Chapter Two 

Review of Literature 

 

2.1 Chapter Overview 

Chapter One primarily laid the foundation of this research. The purpose of Chapter Two 

is to present the theoretical background related to the constructs of transformational 

leadership, organisational climate for innovation, innovative work behaviour and 

organisational performance. The chapter is comprised of two main parts: the first consists 

of the theoretical background of the four major constructs and the second focuses on the 

relationship between these constructs. It includes previous empirical studies, sections that 

specifically focus on relevant work carried out in the Malaysian context for each 

construct and relationship studied, followed by the development of hypotheses and it 

prepares the landscape of the theoretical model to be presented in Chapter Three. 

 

2.2 Transformational Leadership  

2.2.1 Evolution of Leadership Studies 

Leadership is one of the most widely studied areas in literature and many proposed 

theories have made a substantial contribution to our understanding of the concept of 

leadership (Bolden, 2003; Hemsworth, Muterera & Baregheh, 2013). Leadership studies, 

generally, have looked at leaders‘ traits, behaviours, power and situational influences 

(Nahavandi, 2006). Pioneering research on leadership focused on the ‗Great Man‘ 

theories wherein it was believed that leaders were born, not made (Bird, 1940; Callan, 

2004). This approach was common among scholars at the beginning of the 20
th

 century. 



34 
 

These were times when the belief was held that only great men could be leaders and that 

these men were born leaders gifted with extraordinary characteristics certain to get 

followers to do as demanded or instructed, thus implying that leadership had a genetic 

component (Bass, 1981; Northouse, 2007). 

 

Such work evolved into Trait theories, which viewed leaders as those individuals blessed 

with particular personality traits which made them exceptional in leading their followers 

(Bass, 1960; Yukl, 2006). This approach sought to discover the personal attributes 

possessed by outstanding leaders. The leaders‘ personal qualities were emphasised and 

work focused on identifying individual traits that made them different from their 

followers. However, researchers did not study the link between traits and their influence 

in different situational contexts, nor have they been able to agree upon which traits were 

important (Bohlen, 2003; Northouse, 2007). Stodgill (1974) argued that no traits were 

universally associated with effective leadership. He described the development of 

leadership as a pattern of characteristics that the leader possessed and their relevance to 

the characteristics and goals of the followers. Stodgill‘s assertion, as well as momentum 

picked up by the behaviourist movement in psychology, saw a start to further changes in 

the approach to leadership studies (Robbins, 2003). 

 

On the other hand, the Behavioural theory of leadership, which began to replace Trait 

theory in the 1950s, emphasised the behaviour of the leader. It focused on what managers 

actually did on the job and how they behaved, especially towards followers. Researchers 

focused on identifying specific behaviours and behavioural dimensions that would 
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distinguish effective leaders from ineffective ones (Hernandez, Eberly, Avolio & 

Johnson, 2011). Rost (1991) commented that in the 1960s behaviourist researchers 

focused on leadership as a behavioural act and studied specific behaviours and which 

combination produced effective leadership. The shift in emphasis from traits of effective 

leaders to behaviours of effective leaders resulted in a conception of leadership as a way 

of behaving. Different patterns of behaviour were grouped together and labelled as styles. 

Researchers at Ohio State University and the University of Michigan studied leadership 

style — that is, what leaders did and how they acted (Northouse, 1997, 2010).  

 

The Ohio State University studies, utilising the Leader Behaviour Description 

Questionnaire (LBDQ), determined common leader behaviours that emerged across 

samples of individuals in the military, manufacturing companies, college administrations 

and student leaders. It was concluded that there were two distinct aspects of leadership 

that described how leaders carried out their role. The first was termed ‗consideration‘, 

which involved showing concern for subordinates, being supportive and recognising their 

accomplishments. The second, termed ‗initiating structure‘, and sometimes called task-

oriented behaviour, involved planning, organising, and coordinating the work of 

subordinates.  

 

The aim of the University of Michigan studies, which was led by Rensis Linkert, was to 

determine the principles and methods of leadership that led to productivity and job 

satisfaction. The results led to the categorisation, or classification, of two general 

leadership behaviours termed ‗employee orientation‘ and ‗production orientation‘. 
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Leaders with an employee orientation showed genuine concern in enhancing work group 

cohesiveness and work satisfaction among employees. Those with a production 

orientation focused on scrutinising tasks or the technical aspects of the job, with 

performance always seen to be of paramount importance. The University of Michigan 

studies concluded that an employee orientation and general, as opposed to close 

supervision, produced better results. These studies also identified three critical 

characteristics of effective leaders: task-oriented behaviour, relationship-oriented 

behaviour, and participative leadership (Boje, 2000). 

 

The studies were followed by an examination of the ‗situation‘ as a determinant of 

leadership abilities, which emerged in the 1970s (Yukl, 2002). Hersey and Blanchard 

(1977) who pioneered work on the Situational Leadership theory, postulated that 

successful leaders adapted their behaviours to meet the demands of a particular situation. 

In other words, they varied their approach to leadership in response to environmental 

factors. They affirmed that a leader must be able to assess a situation and the 

developmental or competence level of their followers and then determine the appropriate 

style to use. This raises the need for leaders to be flexible and able to adapt to situations, 

an approach which contrasts with the Trait approach of a fixed style of leadership. 

Though there seem to be strengths in this theory, critics point to the lack of research 

validating the theory and this lack of validity is one of the reasons that the quest for 

alternate theories of leadership has continued (Northouse, 1997). Consequently, 

transformative leadership evolved as a discernible trend in the late 1970s and early 1980s 

(Bass, 1990; Judge & Piccolo, 2004). 
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2.2.2 Transformational Leadership  

Leaders who can successfully communicate and inspire others to perform tasks to 

accomplish a vision are greatly needed to meet challenges in the new world order 

(Dabholkar, Shepherd, & Thorpe, 2000; Sarros, et al., 2008; Chen et al., 2012). A 

specific behaviour called transformational leadership involves empowerment of others, 

innovation, creating change and, often, sacrifices of personal gain for the benefit of others 

(Bass et al., 2003; Northouse, 2010; Aryee et al., 2012). Transformational leadership has 

also been identified to be particularly effective in the context of organisational change 

(Nemanich & Keller, 2007; Caldwell, Roby-Williams, Rush & Ricke-Keily, 2009; 

Uddin, 2013; Chou, 2013). Transformational leadership theory (Bass, 1985) provides a 

practical model for effective leadership of organisations and is of particular interest to the 

setting in which this study is conducted.  

 

According to Warrick (2011, pp. 11), organisations, whether in the private or public 

sector, need to embark on transformational change where:  

‗The degree of change that is required in these times of dynamic and 

unpredictable economic, social, political, technological, and organisational 

change can best be accomplished by transformational leaders who have the desire, 

courage, and skills to make the needed changes and who understand the 

fundamentals of transformational leadership.‘ 

 

The concept identified by Burns (1978) as transformational leadership style has been 

examined in various contexts and relationships (Bass, 1985; Morales, Montes & Jover, 

2008; Charbonnier-Voirin, Akremi & Vandenberghe, 2010; Wang & Rode, 2010), and is 

often portrayed as one of the most effective leadership styles in a context where change is 

prominent (Mumford et al., 2002; Spreitzer, Perttula & Xin, 2005; Burke, 2008; Moss & 
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Ritossa, 2009). A recent study by Chou (2013) concluded that transformational 

leadership was found to not only have a direct effect on employees‘ effective 

commitment to change, but also an indirect effect on employees‘ effective commitment 

to change through perceived organisational support and effective commitment to the 

organisation. 

 

Transformational leadership has been defined in terms of idealised influence, 

inspirational motivation, intellectual stimulation and individual consideration (Bass, 

1985; Nemanich & Keller, 2007; Bass & Riggio, 2006). Transformational leaders chart 

new routes for improvement and progress by generating novel ideas and new perspectives 

(Jandaghi, Matin & Farjami, 2009). They also mobilise change initiatives by motivating 

managers, employees and members of their organisations by creating a strong sense of 

purpose, facilitating readiness and capabilities of their followers. Leadership theory 

differentiates between the transactional and the transformational leader. Transactional 

leadership focuses on role and task requirements and utilises a rewards contingent on 

performance. Transformational leadership focuses on developing mutual trust, fostering 

the leadership abilities of others, and setting goals that go beyond the short-term needs of 

the work group. As stated in chapter one, Bass (1985) identified four independent 

components of transformational leadership: 1) idealised influence, 2) inspirational 

motivation, 3) intellectual stimulation and 4) individual consideration. 
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2.2.2.1 Idealised Influence (Charisma) 

Idealised influence is based on attributes and behaviours that build confidence and trust 

and provide a charismatic role model that followers seek to emulate (Eisenbeiss, Boerner 

& Knippenberg, 2008). The leaders show great persistence and determination in the 

pursuit of objectives. They show high standards of moral and ethical conduct and have a 

distinct ability to generate enthusiasm and draw people together around a vision through 

self-confidence and emotional appeal (Avolio & Bass, 2002; Fisher, 2009). A leader who 

has high levels of idealised influence or charisma has the ability to make followers feel 

trust and to show admiration, loyalty and respect toward the leader (Hemsworth et al., 

2013). 

 

2.2.2.2 Inspirational Motivation 

Inspirational motivation sees transformational leaders express an appealing conception of 

the future or a vision, offer followers the opportunity to see meaning in their work,  

challenge them with high standards and move team members toward action by building 

their confidence levels and generating belief in a cause (Eisenbeiss et al., 2008).  

 

2.2.2.3 Intellectual Stimulation 

Intellectual stimulation involves changing followers‘ awareness of problems and their 

capacity to solve them (Kelly, 2003). It includes stimulating their followers‘ efforts to be 

innovative by questioning assumptions, reframing problems and approaching old 

situations or issues in new or novel ways (Avolio & Bass, 2002). There is no hesitation in 

discarding an old practice set by them if it is found to be ineffective.  
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2.2.2.4 Individual Consideration  

Individual consideration involves treating people individually and differently on the basis 

of their talents and knowledge (Shin & Zhou, 2003) with the aim of allowing them to 

attain higher levels of achievement that otherwise might not be achieved (Stone, Russell 

& Patterson, 2004). The leaders‘ requests will be more likely to be perceived to be in the 

followers‘ best interests, and so should be more likely to be fulfilled with enthusiasm 

(Fisher, 2009). Such leaders treat followers with respect and provide continuous follow-

up and feedback (Hemsworth et al., 2013). 

 

Transformational leadership is closely associated with a range of outcomes pertaining to 

the followers‘ innovativeness (Gumusluoglu & Ilsev, 2009; Shin & Zhou, 2003; 

Michaelis et. al,, 2010), organisational outcomes and performance (Judge & Piccolo, 

2004; Muchiri & Cooksey, 2011), organisational commitment (Avolio, Zhu, Koh & 

Bhatia, 2004; Whittington, Goodwin & Murray, 2004), task performance and 

organisational citizenship behaviour (Piccolo & Colquitt, 2006; Wang, Law, Hackett, 

Wang & Chen, 2005). In recent years, transformational leadership has been the most 

dominant leadership paradigm (Rowold & Heinitz, 2007; Rowold, 2011; Barling, 

Christie, & Hoption, 2011). Hunt (2004), in a comprehensive review of the leadership 

field, described that the increasing popularity of studies related to transformation 

leadership could be attributed to the increased interest in the emotional and symbolic 

aspects of leadership. Transformational leadership is defined in terms of the leaders‘ 

effect on followers: they feel trust, admiration, loyalty and respect towards the leader and 

are motivated to do more than is inherently expected (Yukl, 1997). Transformational 
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leaders pay attention to followers‘ individualised needs for achievement and growth by 

acting as coach or mentor, creating learning opportunities as well as a supportive climate 

to grow in the organisation (Jung, Wu & Chow, 2008). This leadership style inspires and 

stimulates followers to set aside their self-interest and engage in greater teamwork. 

Avolio (2005) also highlighted that more than other frameworks, transformational 

leadership focused upon the significant role leaders play in promoting personal and 

organisational change (Si & Wei, 2012). Thus, the following hypothesis is postulated:  

 

Ha A nomological network and causal relationships of dimensions namely Idealised 

influence, Inspirational motivation, Intellectual stimulation and Individualised 

consideration factors are optimal predictors of transformational leadership. 

 

A strong relationship exists between transformational leaders and truly effective, 

successful organisations (Boga & Ensari, 2009; Judge & Piccolo, 2004; Muchiri & 

Cooksey, 2011). Transformational leaders with high individualised consideration are 

generally seen as teachers and coaches. They recognise the individualised talents and 

needs of their followers and help others to develop their strengths (Walumbwa, Avolio, & 

Zhu, 2008; Zhu, Avolio, & Walumbwa, 2009).  

 

The study undertaken by Bass (1985) revealed that the common characteristics of 

transformational leaders corresponded to high levels of commitment among subordinates. 

Likewise, transformational leaders were able to motivate and intellectually stimulate 

subordinates to perform beyond the expectations of the job requirements (Jung et al., 
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2003; Bass & Riggio, 2006; Northouse, 2010). Similarly, Bass‘s research indicated that 

transformational leaders inspired followers to transcend self-interests for the good of the 

group‘s collective higher purpose, vision or mission. Accordingly, transformational 

leaders find that their subordinates develop trust in them to overcome complications and 

obstacles (Bass & Avolio, 1994; Boga & Ensari, 2009). Such leaders are generally 

admired and respected, which Bass and Avolio (1994) suggest is because the leaders have 

earned credit with their followers derived from occasions when the leader considered the 

needs of the subordinates over his or her own needs.  

 

Transformational leaders who were assessed as high in inspirational motivation by Bass 

and Avolio (1994) generally inspire followers to be motivated by challenge and by the 

meaning they find in their work. According to them, transformational leaders talk 

optimistically about the future with expressed confidence, which helps subordinates build 

enthusiasm and team and individualised spirit. Transformational leaders involve 

followers in envisioning the future and inspire achievement by relating their followers‘ 

self-concept to their organisation‘s vision and mission (Kark & Shamir, 2002). 

 

Leaders who exhibit significant intellectual stimulation are characterised by their ability 

to stimulate followers to be creative and innovative in seeking differing perspectives and 

in problem solving (Gumusluoglu & Ilsev, 2009). Transformational leaders, through 

intellectual stimulation, promote their employees‘ innovative and creative skills by 

solving problems in novel ways without criticising employees for mistakes (Bass et al., 

2003). 



43 
 

The current study is designed to test a conceptual model founded on the theoretical 

background generated above, and to evaluate the latent factor structure of 

transformational leadership in Malaysian GLCs.  

 

2.2.3 Transformational Leadership Studies in the Malaysian Context 

Although there are numerous studies and research that have investigated transformational 

leadership in the West and although there is greater interest, the same cannot be said for 

research in Malaysia, particularly in the context of GLCs. Due to this, there is limited 

understanding of this construct and its dimensions in Malaysia.  

 

Amirul and Daud (2012) carried out a study to examine the relationship between 

leadership styles and leadership effectiveness among GLCs. They concluded that all 

components of transformational leadership (idealised influence, inspirational motivation, 

individual consideration and intellectual stimulation) had a significant and positive 

relationship to leadership effectiveness which included extra effort, effectiveness and 

satisfaction. Similar results were reached in Erkutlu‘s (2008) study. He found that 

transformational leadership and leadership effectiveness were related positively. In a 

similar study, but in the context of Malaysian institutions of higher learning, Sadeghi and 

Zaidatol Akmaliah (2012), whose study targeted lecturers of three Malaysian research 

universities, reported that transformational leadership was a significant predictor of 

leadership effectiveness. 
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Chong (2003) compared the leadership behaviour underlying that of the leaders‘ and their 

subordinates‘ preference in leadership behaviour in the context of the Malaysian 

construction industry with respect to transactional leadership and transformational 

leadership. The sample was made up of construction related technical professionals. The 

results showed that leaders tended to demonstrate transformational leadership and that, in 

terms of preference, subordinates preferred transformational leadership style as opposed 

to transactional leadership. In a different setting, Stevenson (1999) conducted a study to 

understand the nature of transformational leadership among senior Malaysian military 

officers. The qualitative study found that transformational leadership was widely 

practised among the military officers. 

 

Leadership style may have a significant impact on organisational commitment. In a study 

conducted by Ismail, Mohamed, Sulaiman, Mohamad and Yusuf (2011) on employees of 

a Malaysian based American company, they concluded that empowerment mediated the 

relationship between transformational leadership and organisational commitment. They 

highlighted that transformational leaders should place emphasis on empowerment in 

order to enhance commitment and pointed out that increasing followers‘ empowerment 

may strongly reinforce positive attitudinal and behavioural outcomes such as 

competency, performance, satisfaction, commitment and trust. In a closely related study 

Lo, Ramayah and de Run (2010) examined the influence of transformational leadership 

style on employees‘ organisational commitment to change in Malaysian universities. 

They confirmed that the two dimensions of transformational leadership style, idealised 
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influence and inspirational motivation, were found to have a positive relationship with 

personal commitment to change. 

 

In a case study based on the Malaysian automotive industry to look at the impact of 

transformational leadership on operational competitiveness improvement, Wu, 

Shamsuddin, Tasmin, Takala and Liu (2012) concluded that leaders in automobile 

companies in Malaysia should focus on developing their leadership style to embrace 

inspirational motivation, intellectual stimulation and building trust and confidence in 

order to improve operational competitiveness.  

 

These recent studies that focus on the transformational leadership construct do show that 

there is growing interest in this field of study in the Malaysian context. The current study 

will not only add to the understanding of this construct in Malaysia, but also in the 

context of GLCs. 

 

2.3 Innovation Support 

2.3.1 Innovation — The Driver of Change 

Beswick and Gallagher (2010, pg. 10) defined innovation as ‗the successful exploitation 

of an idea that adds value to the customer and commercial return for the creator‘. 

Innovation can be simply described as the creation of something novel, particularly 

something radically different or doing existing things in a new way — this could be 

related to products and services, business processes, product/service delivery, business 

designs or new ways of managing. Improving the organisational climate for creativity 
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and innovation can promote effective problem solving in an organisation and often 

increases its productivity and competitiveness (Chanaron & Thierry, 2006). Failing to 

innovate can put global organisations at risk and diminish their ability to sustain, or gain, 

a competitive advantage. This challenge can be met if organisations recognise that their 

ability to innovate is inextricably linked to their leaders, climate, culture and structure 

(France, Mott & Wagner, 2007). 

 

Innovation has been linked with long-term success and organisational adaptability and 

this is evident when we look at the success of companies such as Google, GE, 3M, Apple 

and Toyota. Amidon (1998) stated that innovation was fundamental to the quest for 

profitable and sustainable growth. Studies have also shown that industry leaders who fail 

to maintain a steady flow of innovations inevitably experience setbacks. On a similar 

score, Horibe (2001) highlighted that in a 1999 survey of 500 chief executives by the 

American Management Association, to the question ‗what must one do to survive in the 

21
st
 century?‘ the top answer was ‗practise creativity and innovation‘! However, when 

the same group was asked how well they were delivering on the creativity and innovation 

scale, only 6% thought they were doing a good job. Although there has been no study 

done in Malaysia to show organisations‘ ability or even the need to innovate, it would not 

be surprising to see similar sentiments and results.  

 

At the organisational level, leaders need to understand the key role they need to play in 

the new economy. France et al. (2007) pointed out that in a survey of 300 top executives 

worldwide in 17 industries and in interviews conducted by the Economist Intelligence 
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Unit and Oliver Wyman (2007), in response to the question on what leaders thought was 

the greatest challenge to delivering business results, the top response (27% of 

respondents) was ‗leaders creating a climate for innovation‘. This was followed closely 

by the related challenges of ‗creating an organisational structure that facilitates 

innovation‘ (24%) and ‗focusing innovation in the right places‘ (23%). 

 

In order to innovate, there must be a fertile atmosphere for creativity. Organisations and 

their leaders will need to know how to promote creativity and nurture innovation within 

the organisation, and among employees. This should be embraced as a major requirement 

for organisations in the years to come. In other words, leaders who want to excel will not 

only need to know how to innovate successfully but also will need to understand how 

leadership styles can support the right environment or climate for innovation.  

 

2.3.2 Previous Studies on Supports and Hindrances to the Innovative Process 

Rickards and Moger (2006), in their thematic analysis of studies published in the 

Creativity and Innovation Management Journal over a ten year period, which have 

contributed to the understanding of leadership as a process contributing to creativity and 

innovation, revealed nine overlapping themes. The themes that show considerable 

overlap conceptually are: leadership learning and knowledge systems, empowerment and 

distributed leadership for innovation, creative problem solving, innovation leadership and 

entrepreneurship, leadership in turbulent times, strategic planning and leadership, social 

construction of creativity, structural supports and hindrances to creativity and innovation.  
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It is interesting to look at the structural supports and hindrances to the creative and 

innovative process in greater detail as it is a crucial ingredient necessary for 

organisational innovation to flourish. This theme is similar to that of creating the right 

conditions for creativity and innovation. In Rickards and Moger‘s review of works in this 

specific area, one of the studies given prominence was Ekvall‘s (1999) report on 

longitudinal studies utilising a creative climate inventory which assessed the dimensions 

supporting a creative and innovative climate. This will be further explored in the 

following section on climate for innovation. In another study reviewed, Turnipseed 

(1994) showed a correlation between the creative climate scale, similar to that developed 

by Ekvall, and measures of a wider social environment. In a study examining the effects 

of diversity in work groups, Rubenson and Runco (1995) challenged the implicit 

assumption that homogeneous groups will produce more innovation than heterogeneous 

groups because there will be fewer avenues of potential sources of conflict in the former. 

They posit that motivation to behave in an innovative manner is a result of the view on 

how outcomes would impact on perceived investments of individuals. A subsequent 

study by Ekvall (2000) showed that many management practices advocated by leaders 

resulted in varied results in terms of how innovation is stimulated in organisations. 

Ekvall‘s study of Swedish engineers showed that project management and creative 

methods were highly supportive of creativity. On the other hand, half the respondents felt 

that approaches such as lean manufacturing, Total Quality Management (TQM) and 

international management systems, such as ISO 9000, were a constraint on creativity and 

innovation. 
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In an evaluation of the innovative potential of a group of manufacturing companies in the 

United Kingdom, Radnor and Robinson (2000) identified resources and activity 

coordination as the major internal hindrance or barrier to creativity and innovation while 

pressures, varying demands of customers and erosions in margins were the major external 

barriers. 

 

2.3.3 Climate and Culture 

To understand the creation and influence of social contexts in organisations it is 

important that the concept of climate and culture is understood. It is also interesting to 

note that leaders can influence climate as well as set the tone for the culture of an 

organisation (Sarros, et al.,, 2008). Organisational culture and climate have been viewed 

as being distinct, a function of, or reaction to one another (Hughes, Ginnett, & Curphy, 

2002). 

 

Nystrom (1990) defined climate as the feelings, attitudes and behavioural tendencies that 

characterise organisational life. It signals to people what is deemed as important and how 

it can be accomplished, and closely relates to people‘s perceptions of events, practices 

and procedures and the kinds of behaviours that are rewarded, supported, and expected 

(Schneider, 1990). Though there are numerous definitions of climate, Anderson and West 

(1998) summarised that, in essence, there are actually two general approaches: the 

cognitive schema approach and the shared perceptions approach. The former relates to 

the individual‘s cognitive representations of proximal environments (James & Sells, 

1981) or the individual‘s perception of the pattern of behaviour that characterises life in a 
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workplace while Koys and DeCottis (1990) emphasised the importance of shared 

perceptions as underpinning the notion of climate. The psychological climate is a variable 

that is at the individual level of analysis and the measure of organisational climate can be 

obtained by aggregating individual perceptions (Isaksen & Lauer, 1998). They go on to 

define organisational climate as an attribute of an organisation which is composed of 

patterns of behaviour that characterise life in an organisation which echoes Reichers and 

Schneider‘s (1990, pg. 22) earlier definition of organisational climate as:  

‗the shared perception of the way things are around here. More precisely, climate 

is shared perceptions of organisational policies, practices, and procedures‘.  

The challenge faced in adopting this approach has been to attain consensus over the 

criteria that will be generally agreed upon to sufficiently indicate that perceptions are 

truly shared among members of an organisation (Patterson, West & Payne, 1992). 

 

Climate is at the heart of the informal structure of a work group or organisation. Groups 

can exert powerful pressures on employees to adjust their behaviour. The more strongly 

employees are attracted to a group and wish to remain part of it, the more likely they are 

to conform to the majority view within the group. Thus, people generally conform to 

norms and values and comply with socially desired group behaviours. Deviant persons 

will be subject to strong persuasive pressures and eventually, if they do not conform, will 

be excluded from the group (Tesluk, Farr, & Klein, 1997). 

 

Climate is closely related to organisational culture. Organisational culture underlies and 

guides the tangible principles and practices within an organisation (Dorabjee, Lumley & 

Cartwright, 1998). Culture has been defined as the meaning conveyed in beliefs and 
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values, behavioural norms and expectations, stories, rites and ceremonies, and 

organisational structures (Tesluk et al., 1997) while Northouse (2007) defined it as the 

learned beliefs, values, norms, symbols, and traditions common to a group of people.  

 

In early stages of research it was unclear whether culture and climate represented two 

entirely separate phenomena or whether they represented closely related phenomena that 

were examined from different perspectives. Until the early 1990s both constructs were 

studied by different groups of researchers who, mostly, ignored each other (Reichers & 

Schneider, 1990). Since then, it has been recognised that both subjects overlap but that 

there are also differences. The most critical distinction is that culture is believed to 

operate at a greater level of abstraction. Climate may be most accurately understood as a 

manifestation of culture. While climate refers to organisation members‘ perceptions of 

policies, practices and procedures, culture represents the basic values and assumptions 

that underlie those policies, practices and procedures (Reichers & Schneider, 1990). 

 

Denison (1996), who studied the differences between organisational culture and climate, 

made the distinction that climate actually refers to a situation and its link to thoughts, 

feelings and behaviours of employees, implying that it is temporal, subjective and is more 

times than not, subject to direct manipulation by people with greater power and influence. 

Culture, on the other hand, refers to what Denison (1996) termed as an evolved context 

within which a situation could be embedded and which was rooted in history, collectively 

held, and sufficiently complex to resist attempts through direct manipulation. 
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In larger organisations it makes sense to distinguish between climate perceptions at 

different levels, for example, organisational versus work group climates, because 

individuals‘ perceptions of climate will depend mostly on the interactions with persons 

with whom they most frequently work. Anderson and West (1998) stressed that 

individual perceptions of climate were related to the ‗proximal work group‘. This is the 

permanent or semi-permanent team of employees to which one is assigned, with whom a 

person identifies and with whom one interacts regularly in order to perform work-related 

tasks.  

 

2.4 Organisational Climate for Innovation 

Studies on organisational climate or work environment have been a vibrant area of 

research (Kuenzi & Schminke, 2009). Past work on climate dimensions have shown 

positive relationships to higher profitability as well as productivity (Firenze, 1998; Davis, 

2000), a positive and significant effect on employees‘ innovative work behaviour (De 

Jong & Den Hartog, 2010), determining climate dimensions that discriminate between 

best- and worst-case work environments (Isaksen et al., 2001), most and least creative 

teams (Isaksen & Lauer, 2002), levels of perceived support for innovation (Ekvall, 1983; 

Isaksen & Lauer, 2001) and relationship between creative climate measures and creative 

output at the organisational, group and individual levels (Hunter, et al., 2007). Schneider 

(1990) advised against the use of general climate measures. He was a proponent of facet-

specific climate approaches which meant that climate had a focus and was linked to 

something of interest. He suggested that dimensions of climate would differ according to 

the purpose of the investigation and the criterion of interest. General measures can easily 
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contain dimensions that are irrelevant for a specific study. The question of the 

organisational climate for innovation and creativity, as one facet of the large 

organisational climate literature, has been the subject of studies and theory construction 

for decades (Johns, 2006). Hunter et al. (2007) carried out a meta-analysis and review of 

42 studies related to work environment associated with innovation. They concluded that 

all dimensions commonly examined in the climate studies produced sizeable effects with 

respect to measures of innovation. The deliberate management of a climate supportive of 

innovation is a key challenge for those who lead and manage organisations (Isaksen & 

Ekvall, 2010). When employees feel a deeper sense of engagement and experience a 

climate conducive to innovation, higher levels of innovation can be achieved (Harter, 

Schmidt & Keyes, 2003; Vincent, Bharadwaj & Challagalla, 2004). People conform to 

norms and values in their work group and comply with socially desired group behaviours. 

The more these norms and values stress that innovation is desired, the more individuals 

within that group will be triggered to innovate. De Jong and Den Hartog (2007), who 

carried out in-depth interviews with leaders in knowledge-intensive service firms, 

strongly suggested organisational innovation climate as an antecedent of innovative work 

behaviour. 

 

The internal environment supportive of innovation is defined as the organisational 

climate for innovation and is crucial for organisations leveraging on innovativeness to 

create a competitive advantage and enhance performance, be it in the public or private 

sector. West and Richards (1999) suggest that:  
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‗creative and innovative behaviour at work seem to be promoted by a cognitive 

flex created by a combination of both personal qualities and work environment 

factors.‘  

Focusing on the latter point, it is clear that creating an atmosphere or climate which 

fosters organisational members‘ creativity will stimulate or promote innovation in 

organisations. The concept of organisational climate was first developed by Lewin, 

Lippitt and White, but it was researchers such as Goran Ekvall, West and Amabile who 

pioneered work in identifying climatic factors that influence organisational creativity or 

innovativeness (Rickards & Moger, 2006). The climate for innovation construct looks at 

the perception held by the employees, individual impressions, expectations and feelings 

about their work environment. Martins and Terblanche (2003) assert that the degree of 

support and encouragement an organisation provides its employees to take initiative and 

explore innovative approaches is predicted to influence the degree of actual innovation in 

that organisation. Sarros et al. (2008) in their recent work believe that the climate for 

organisational innovation is a useful proxy when it is difficult to get direct behavioural 

measures of innovation across diverse organisation and industry sectors. A supportive 

climate for innovation is one where creativity and change are encouraged and Isaksen and 

Ekvall (2010) assert that part of managing for innovation is creating the appropriate 

climate so that employees can share and build upon each other‘s ideas and suggestions. 

The next step is to understand the dimensions of the innovative climate in the workplace 

that affect innovative or creative events in organisations.  
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2.4.1 Dimensions of Innovation Climate 

Few contextual theories of organisational creativity and innovation have attempted to 

identify dimensions of work environments that are related to innovation. Seminal works 

by Amabile, Ekvall and West have contributed greatly to the literature related to the 

climate for innovation. Hunter et al. (2007) in their review identified the three major 

theoretical frames that have been used to specify the climate variables that might 

influence creative achievement: West‘s theory of team interactions (Bain, Mann & 

Pirola-Merlo, 2001; West, Borrill, Dawson, Brodbeck, Shapiro & Haward, 2003), the 

componential model of creativity and innovation in organisations by Amabile (Amabile 

& Conti, 1999; Amabile, Conti, Coon, Lazenby & Herron, 1996), and the dispositional 

model proposed by Ekvall (Ekvall & Ryhammar, 1999; Isaksen & Lauer, 2002). 

 

West (1990) was one of the first to research innovation climate at the group level. He 

proposed four basic dimensions of innovation climate: 1) participative safety, 2) striving 

for excellence, 3) support for innovation and 4) vision. These antecedent factors were 

further developed, measured, validated and applied in subsequent work (West & 

Anderson, 1996; Anderson & West, 1998; De Dreu & West, 2001). West‘s (1990) four-

factor theory specifically focused on the climate for work group or team innovation. 

 

Participative safety implies that employees perceive an interpersonally non-threatening 

atmosphere and was proposed by West (1990) as a dimension of innovation climate, 

based on the thought that involvement in decision-making is motivated and reinforced 

when employees perceive the environment to be interpersonally non-threatening. High 
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participative safety will enable risk-taking and willingness to suggest new ideas without 

fear of personal censure. West also showed evidence that the more individuals perceived 

participative safety in their work group, the more likely they were to be innovative. 

 

The second aspect of innovation climate is the concern among group members about the 

excellence of task performance, characterised by evaluations, modifications and positive-

critical appraisals. In highly innovative climates, high standards of performance are 

encouraged and a diversity of approaches to achieving excellence is tolerated. In later 

work, this aspect of innovative climate was labelled ‗task orientation‘, implying that 

employees evaluate their current practices and pro-actively search for improvements 

(Anderson & West, 1998).  

 

The third dimension of innovation climate, support for innovation, relates to the approval 

and practical support of attempts to introduce new and improved ways of doing things 

(West, 1990: p. 315). Support for innovation will create a conducive environment where 

the individual or group will find it easier to bring ideas to fruition as support and 

resources will generally be available from others in the work group. Empirical work by 

De Jong and Den Hartog (2007) and Scott and Bruce (1994) have also identified support 

for innovation as a determinant of innovation climate.  

 

Finally, West (1990) defined vision as an idea of a valued outcome that represents a 

higher order goal and motivating force at work. Work groups with clearly defined 



57 
 

objectives are more likely to develop new goal appropriate methods of working since 

their efforts have focus and direction. 

 

Subsequent to West‘s (1990) work on the social psychology of teams, a measure of team 

climate for innovation within groups at work was developed by Anderson and West 

(1998) based on the four-factor theory of climate for innovation — it was called the 

Team Climate Inventory (TCI). 

 

While West‘s model of innovation climate does give interesting insight, its focus has 

specifically been on the team or group level. In the componential model of creativity and 

innovation in organisations developed by Teresa Amabile (1988), three broad 

organisational factors that are assumed to influence organisational creativity and 

innovation are proposed: 1) organisational motivation to innovate, 2) resources and 3) 

management practices. Amabile‘s componential theory of organisational creativity and 

innovation is a mainstream model in describing the relationship between work 

environment and individual creativity. The theory maintains that employee creativity is 

the ultimate source of organisational innovation, while organisational innovation climate 

affects employees‘ motivation to innovate and realise their creative potential. 

Organisational innovation climate influences employees‘ innovative attitudes, beliefs, 

values, motivations and behaviours and, finally, organisational innovative performance 

(Amabile et al., 1996). Based on literature reviews and interviews of 120 R&D scientists 

and technicians, Amabile and Gryskiewicz (1987) identify three stimulant dimensions 

and two obstacle dimensions to employee creativity. The stimulant dimensions are 
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encouragement of creativity, autonomy or freedom, and resources; the obstacle 

dimensions are pressures including challenging work and workload pressure, and 

organisational impediments. Amabile et al. (1996) then went on to develop the KEYS 

research tool to assess organisational innovation climate. In a more detailed and specific 

articulation of this componential theory, the following categories of work environment 

factors hypothesised to influence creativity were identified: 1) organisational 

encouragement, such as reward and recognition of creativity, 2) supervisory 

encouragement, 3) workgroup support, 4) freedom granting employees high autonomy 

and a sense of ownership and control over their work, 5) sufficient resources, 6) 

challenging work, 7) workload pressure and 8) organisational impediments such as rigid, 

formal management structures or conservatism. KEYS evolved to be the one of the most 

recommended tools for assessing organisational innovation climate today (Mathisen & 

Einarsen, 2004).  

 

Ekvall is a pioneer who spent many years studying organisational climatic factors or 

dimensions which affect organisational innovation. According to Hunter et al. (2007), the 

dispositional model proposed by Ekvall and his colleagues (Ekvall, 1996; Ekvall & 

Ryhammar, 1999; Isaksen & Lauer, 2002; Isaksen et al., 2001) is based on a theory of 

underlying psychological processes which led to the development of a model that 

identified climate dimensions for innovation and which, interestingly, correlate to those 

proposed by Amabile as well as West. However, it is also important to look at the level of 

analysis. To understand the climate for innovation at the organisational level rather than 

the individual or team level, Ekvall‘s climatic dimensions is at present well-accepted to 



59 
 

represent the factors that determine the organisational climate for innovation.  Isaksen 

and Lauer (2002) further refined Ekvall‘s model which identified the following climate 

for innovation dimensions: 1) freedom, 2) challenge and involvement, 3) idea time, 4) 

idea support, 5) playfulness, 6) debate, 7) conflict, 8) trust and openness and 9) risk-

taking. These dimensions are the result of several large factor analytic studies (Ekvall, 

1996). 

 

2.4.1.1 Freedom  

The freedom dimension reflects the level of independence in behaviour exerted by 

employees in an organisation. In a climate with much freedom, employees are given 

autonomy to define much of their own work. There is perception that employees have 

autonomy and freedom in performing their jobs and are able to exercise discretion in their 

daily activities. There is expectation that innovation is part of the job (Ahmed, 1998). 

They also make contacts and take the initiative to acquire and share information; they 

make plans and decisions about their work. In the opposite climate, employees work 

within strict guidelines and roles. Employees are passive and carry out their work in 

prescribed ways with little room to redefine tasks (Ekvall, 1996; 1999). 

 

2.4.1.2 Challenge 

This dimension concerns the degree to which employees are involved in daily operations, 

organisational goals and visions. There is a general perception that jobs or tasks are 

challenging, complex and interesting yet, at the same time, not overly taxing or unduly 

overwhelming. High levels of challenge and involvement mean that employees are 
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intrinsically motivated, energised and committed to making contributions to the success 

of the organisation (Isaksen & Lauer, 2002). Employees find joy and meaning in their 

work and therefore invest much energy. In the opposite situation, employees are not 

engaged and feelings of alienation and indifference are present. The common sentiment 

and attitude is apathy and lack of interest in work carried out and in the organisation in 

general (Ekvall, 1999).  

 

2.4.1.3 Idea support  

The idea support dimension assesses the way new ideas are treated. In the idea supportive 

climate, there is a constructive and positive atmosphere where ideas and suggestions are 

received in an attentive and professional way by superiors, peers and subordinates. People 

listen to each other and encourage initiatives. Possibilities for trying out new ideas are 

created. When idea support is low, the automatic ‗no‘ prevails. When idea support is low 

or not present, suggestions are immediately rebutted; fault finding and obstacle raising 

issues are the usual styles encountered when ideas are put forward (Ekvall, 1999; Isaksen 

& Lauer, 2002). 

 

2.4.1.4 Playfulness  

The playfulness and humour dimension focuses on the degree to which spontaneity and 

ease are displayed within the workplace. A relaxed atmosphere is indicative of this 

dimension where employees can be seen having fun at work. The atmosphere is seen as 

easygoing and light-hearted. In the opposite climate, the atmosphere is stiff, gloomy and 

serious (Ekvall, 1999). 
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2.4.1.5 Debate  

Debate refers to the occurrence of encounters and disagreements between viewpoints, 

ideas, differing experiences and knowledge. In this environment many voices are heard 

with people keen to put forward their ideas for consideration and review. Employees can 

often be seen discussing opposing opinions, sharing a diversity of perspectives and 

expecting, and accepting, conflict (Ahmed, 1998). Where debates are not present, people 

follow authoritarian patterns without questioning (Ekvall, 1999). 

 

2.4.1.6 Conflict  

The conflict dimension is the only negative dimension within the construct. It refers to 

the presence of personal and emotional tensions in the organisation. Groups and 

individuals dislike, and may even resent, each other when the level of conflict is high. 

Plots, traps, power and territory struggles are usual elements in such an environment. 

Personal differences lead to gossip and slander. In the opposite case, people behave in a 

more mature manner — they have better insight and control of impulses while being able 

to accept and deal effectively with diversity (Ekvall, 1999; Isaksen & Lauer, 2002). 

 

2.4.1.7 Trust/openness  

The trust and openness dimension refers to the degree of emotional safety in 

relationships. There is a perception that participation is encouraged and supported. 

Communication between peers, supervisors and subordinates is clear, open and effective. 

When there is a level of trust, individuals can be genuinely open with one another. 

Employees can count on each other for personal support. They have sincere respect for 
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one another and initiatives are taken without fear of reprisal or ridicule if failure is 

encountered. Where trust is missing, employees are suspicious of each other and afraid of 

being exploited, and therefore closely guard themselves and their ideas. In these 

situations employees find it extremely difficult to openly communicate with each other 

(Ahmed, 1998; Ekvall, 1999). 

 

2.4.1.8 Risk-taking   

Risk-taking is defined as the tolerance of uncertainty and ambiguity exposed in the 

workplace. There is a perception that the organisation is willing to take risks and deal 

with uncertainty and ambiguity associated with creative or innovative endeavours. In 

such an environment bold new initiatives can be taken even when the outcomes may be 

unknown. Employees feel as though they can experiment freely. Decisions and actions 

are normally fast-paced ensuring that rising opportunities are capitalised promptly. In a 

risk avoiding climate there is a cautious, hesitant mentality. People try to play it safe and 

delay making bold decisions (Ekvall, 1999). 

 

2.4.1.9 Idea time 

Idea time is related to the amount of time employees can use for elaborating new ideas.  

There are opportunities to take the time to explore and develop new ideas and to discuss 

and implement novel suggestions. Flexible time lines permit employees to explore new 

avenues and alternatives. In the reverse case, every minute is booked and specified. If 

thinking outside the box is crucial, then time pressure could be an adverse element 

(Ekvall, 1999). 
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According to Parzefall (2008) autonomy encompasses personal control over how time is 

allocated and determination how the work is carried out. Empirical evidence is supportive 

of the positive relationship between autonomy and innovation. In comparison to routine 

work, non-routine tasks and jobs are more challenging, require more thought and provide 

opportunities for learning and personal growth which, in turn, promotes innovativeness 

(Huhtala & Parzefall, 2007). A trusting organisational environment augments positive 

feelings and the vitality to participate and contribute to others and the organisation; a 

mistrusting environment aggravate people (Mishra, 1996). 

 

Amabile, Hadley and Kramer (2002), found that one of the most frequently cited factors 

necessary for innovativeness is sufficient time to think creatively and to explore different 

perspectives — to play with ideas. When employees don‘t feel time pressure, they are at 

their most creative, and are orientated toward exploring and generating new ideas. 

 

If an individual is acknowledged for an idea which helps to solve a problem, that person 

would have a positive receptivity belief about contributing problem-solving ideas and 

would be more likely to continue to contribute ideas in the future (DiLiello & Houghton, 

2006). According to DiLiello and Houghton (2006), multiple researchers such as 

Amabile (1996) and Kouzes and Posner (1995) have suggested that organisations should 

‗legitimise conflict, stimulate participation, and rely on intrinsic rather than extrinsic 

rewards‘ (Woodman, Sawyer & Griffen, 1993, p. 306) in order to support and promote 

innovation. 
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Klijn and Tomic (2010), in their review of creativity within organisations, referred to 

Barron and Harrington‘s (1981) list of traits related to innovation which includes 

sensitivity to problems, high valuation of aesthetic qualities, broad interests, attraction to 

complexity, high energy, independence of judgment, autonomy, intuition, self-

confidence, playfulness, a creative self-sense and the ability to accommodate apparently 

opposite or conflicting traits in one‘s self-concept. As such it is posited that: 

 

Hb A nomological network and causal relationships of dimensions namely Freedom, 

Challenge, Idea Support, Playfulness, Debate, Conflict, Trust, Risk-taking and Idea Time 

dimensions are optimal predictors of Organisational Climate for Innovation. 

 

2.4.2  Organisational Climate Studies in the Malaysian Context 

Directing focus on to studies done in a Malaysian context, in a very recent study 

Moghimi and Subramaniam (2013) carried out research to determine the influence of 

organisational climate on employees‘ creativity and innovation in Small and Medium 

Enterprises (SME) in Malaysia. More specifically, the study looked at the different 

dimensions that constitute organisational climate and examined the relationship between 

the dimensions and employees‘ creative behaviour. According to the results, among the 

different dimensions of organisational climate, providing resources was the best predictor 

of employees‘ creative behaviour, followed by mission clarity and leaders‘ support. 

 

In another study in Malaysia, Ismail‘s (2006) case organisation was a property developer 

situated in Kuala Lumpur. She employed the Creative Climate Questionnaire (CCQ) 
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developed by Ekvall, Arvonen and Waldenstrom-Lindblad (1983) which contained ten 

factors to measure creative climate. They were: challenge, freedom, idea support, 

liveliness, playfulness, debates, trust, conflicts, risk-taking and idea time. The findings 

revealed that of the ten factors, there was a significant contribution of the creative climate 

variable on innovation with only two factors (challenge and debates) which depicted high 

predictive powers on innovation construct, thus 48.4% of the observed variances in 

innovation were accounted for.  

 

From these few studies it is evident that there is very little that has been done in 

understanding climate for innovative construct in Malaysia. Understanding the 

foundation of the dimensions that make up the climate for innovative construct in a 

Malaysian context will allow future researchers in Malaysia to better understand and use 

this construct, as well as employ a valid measurement model. To succeed in these 

challenging times, organisations will not only need to know how to innovate successfully, 

but also will need to understand how to create a conducive climate for innovation.  

 

2.5 Innovative Work Behaviour 

Given the fact that innovation is crucial for the long-term survival of all organisations, it 

is not surprising that organisations are increasingly looking for employees who have the 

capability and motivation to engage in innovative work behaviour (Ramamoorthy et al., 

2005). Janssen (2000) defines innovative work behaviour as an: 

‗intentional creation, introduction and application of new ideas within a work 

role, group or organisation, in order to benefit role performance, the group or the 

organisation‘ (pp. 288). 

 



66 
 

Following Farr and Ford (1990), De Jong and Den Hartog (2010) define innovative work 

behaviours as an: 

‗individual‘s behaviour that aims to achieve the initiation and intentional 

introduction (within a work role, group or organisation) of new and useful ideas, 

processes, products or procedures.‘  

 

An individual‘s innovative behaviour in an organisation includes actions such as seeking 

out new ideas, championing ideas at work, securing funds and planning for the 

implementation of ideas (Scott & Bruce, 1994). Innovative work behaviour can generally 

be linked to the three stages of the innovation process: 1) idea generation, 2) idea 

promotion, and 3) idea realisation (Scott & Bruce, 1994; Janssen, 2000; Ramamoorthy et 

al., 2005). Mumford (2000) maintains that, ultimately, individuals are the source of all 

ideas. In the first stage of innovative behaviour, an individual recognises a problem and 

comes up with new solutions or ideas that can be either novel or adopted. Next, an 

individual seeks ways to promote their solutions and ideas. In the final stage of the 

innovation process, an individual who exhibits innovative behaviour realises the idea or 

solution by producing a model of the innovation that can be applied at the individual, 

group, or organisation level (Kanter, 1988). Such behaviours are purely discretionary 

behaviours, called extra-role behaviours, and are not formally recognised by 

organisational reward systems (Organ, 1988). Nevertheless, employees engaging in such 

behaviours are likely to benefit the organisation, the group, or even individual employees 

to perform their job tasks more effectively (Ramamoorthy et al., 2005).  

 

Zooming in on these three factors or dimensions where specific discretionary behaviours 

may exist, according to De Jong and Den Hartog (2010), idea generation is when 
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employees are involved in discovery of an opportunity or problem that needs to be solved 

within the organisation. They are active in creating and suggesting ideas for products or 

processes that are new, applicable and potentially useful for approaching the identified 

opportunities.  

 

Idea promotion involves the championing of ideas by convincing the players in the 

environment of the intended innovation. Championing includes behaviours related to 

finding support and building coalitions, such as persuading and influencing other 

employees by ‗selling‘ and coaxing. 

 

Idea realisation involves experimenting with an idea, creating a physical or intellectual 

prototype of the innovation, examining and improving its adequacy and planning its 

implementation in the organisation.  

 

Individuals can be involved in more than one of the stages described above (Scott & 

Bruce, 1994) and this has an impact on the different behaviours they need to show. 

According to Puccio, Treffinger and Talbot (1995), some people contribute more in the 

early stages of the innovation process while others might be more successful in the later 

stages. It‘s important to note that not all employees have to perform well in every stage, 

but there needs to be a right balance within the workforce. By seeing how employees 

indicate how often they performed innovative activities in these stages, a better 

understanding of the innovative work behaviour can be uncovered. Accordingly, it is 

posited that:  
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Hc A nomological network and causal relationships of dimensions namely Idea 

Generating, Idea Promotion and Idea Realisation factors (related to employees 

behaviour) are optimal predictors of innovative work behaviour. 

 

The multi-stage perspective regarding innovation which is used in this study is valuable 

since it provides a more comprehensive view of what is expected from an innovative 

organisation. Moreover, an understanding of the behaviours of employees in GLCs that 

are already optimal and the parts that can be improved will be obtained. As a result, 

improvement of the innovation performance of organisations can be achieved by means 

of a more focused and result oriented approach. 

 

2.5.1  Innovative Work Behaviour Studies in the Malaysian Context 

Although there are numerous studies and researches that have investigated innovative 

work behaviour in the West, the same cannot be said about research in Asia, particularly 

in Malaysia where it is even scarce. Due to this, there is little understanding of this 

construct and its dimensions in Malaysia. Hence, there is little work from which to 

reference, build on or critically review. Of the few researches carried out in Malaysia, 

Ghani, Badrul and Jusoff (2009) in their study based on a sample of 312 lecturers from 

25 private colleges in Malaysia, found that psychological empowerment had significant 

relationship with innovative behaviour. They also verified the validity of the 

psychological empowerment scale of comprising four dimensions, whereas innovative 

behaviour scale was found to be uni-dimensional.   
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In a study by Subramaniam (2007) centred on teachers in Malaysia, it was found that 

leader-member exchange, leader-role expectation, systematic problem-solving style and 

intuitive problem-solving style correlated significantly with innovative behaviour. One of 

the conclusions drawn from the study was that support for innovation without resource 

supply would not result in innovative behaviour. 

 

In a very recent study, Moghimi and Subramaniam (2013) carried out research to 

determine the influence of organisational climate on employees‘ creativity and innovation 

in Small and Medium Enterprises (SME) in Malaysia. More specifically the study looked 

at the different dimensions that constitute organisational climate and examined the 

relationship between them and employees‘ creative behaviour. According to the results, 

among the different dimensions of organisational climate, providing resources was the 

best predictor of employees‘ creative behaviour followed by mission clarity and leaders‘ 

support. This is similar to the work by Noor and Dzulkifli (2013) who explored the 

relationship between leadership practice and organisational climate effect and its 

mediating effect towards innovative work behaviour. They obtained data from 125 R&D 

scientists in public agricultural agencies in Malaysia to assess leadership practices of their 

superiors, organisational climate and their innovative work behaviour. Their results 

showed that there was a significant relationship between organisational climate and 

innovative work behaviour.  

 

Although it appears that it is imperative to recognise the factors or dimensions of 

innovative work behaviour, studies investigating innovative work behaviour in Malaysia 
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is almost non-existent. There is a need to design and test a conceptual model founded on 

the theoretical background generated above, and to evaluate the latent factor structure of 

innovative work behaviour of employees in Malaysian GLCs.  

 

2.6 Organisational Performance 

Organisational performance is the most prevalent dependent variable of interest for 

researchers concerned with just about any area of management (Richard et al., 2009). 

Market competition for customers and capital make organisational performance essential 

to the survival and success of any business entity. As a result, this construct has been 

generally accepted as the primary goal of organisations. Functions and activities related 

to marketing, operations, human resources, as well as structure and strategy are all 

ultimately judged by their contribution to organisational performance. Organisational 

performance can be defined in numerous ways (Guest, 1997). Wright and Gardner (2002) 

categorised performance measures into employee outcomes (such as turnover and 

absenteeism), organisational outcomes (such as productivity and service quality) and 

financial outcomes (such as market value).  

 

According to Jing and Avery (2008), the measurement of organisational performance has 

been a persistent source of debate and critique among scholars and practitioners. For 

example, Hanvanich, Sivakumar and Hult (2006) developed a measurement model 

integrating overall firm performance and innovativeness in order to assess overall 

organisational performance. Venkatraman and Ramanujam (1986), on the other hand, 

argue that organisational performance is an indicator which can measure how well an 
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enterprise achieves their own objectives. After reviewing ten different types of 

measurement, they generalised the results into three dimensions: financial performance, 

business performance and organisation effectiveness. However, most research studies on 

strategic fit have tested this profitability outcome in terms of ROA (Return on Assets) or 

ROI (Return on Investment).  This approach, though valuable, does not capture the multi-

dimensional nature of organisational performance and, as a result, might overlook the 

need to differentiate among different, yet related, elements that should be taken into 

account when assessing the effectiveness of the organisation (Ketokivi & Schroeder, 

2004). To overcome this limitation, organisational performance is defined in this study, 

as in Delaney and Huselid's (1996), on the basis of 11 performance criteria. These 11 

criteria can be broadly categorised into two broad dimensions: operational performance 

and market (or business) performance. Therefore, the following hypothesis is put 

forward:  

 

Hd Operational Performance and Market Performance will be positively related to 

Organisational Performance. 

 

Boyd, Gove and Hitt (2005) found that in the papers published by the four leading 

management journals between 1998 and 2000, organisational performance was the most 

common dependent and in 38.1% of the cases it was measured using a single indicator. 

They highlighted that only 19.6% of these studies used statistically constructed scales 

that allowed the measurement structure and error to be evaluated. Richard et al. (2009) 

also produced similar results with 49% of the papers they reviewed showing that single 
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indicators were used. The frequent use of single item measures indicates a continuing 

need to integrate methodological developments into practice. According to Richard et al. 

(2009), who reviewed 213 papers identified as including a performance variable, 207 

different measures of performance were used. The diversity of approaches was further 

complicated by variation in the use of single, multiple and aggregated measures. What 

stands out from this examination is the lack of clarity in the theoretical definition of 

performance and the absence of methodological consistency in the formulation of the 

construct used. Furthermore, an understanding of the perceptions of managers in GLCs in 

terms of how they view the performance of their own organisations, vis-a-vis their 

competitors, will provide an opportunity to understand how employees view performance 

or organisational success.  

 

2.6.1 Organisational Performance Studies in a Malaysian Context 

Although there are numerous studies and researches that have investigated organisational 

performance in the West, there is scant research carried out in Malaysia, particularly 

relation to GLCs. Due to this, there is little understanding of this construct and its 

dimensions in Malaysia. Hence, there is little work from which to reference, build on or 

critically review. A review of recent studies carried out showed only two significant 

studies in the context of Malaysian GLCs have included organisation performance as a 

latent variable. 

 

Hasan (2006), in her study linking governance mechanisms and organisational 

performance, concluded that there is evidence that a board size of between six and ten 
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members, as proposed in the GLCs restructuring plan, positively affects firm 

performance. In addition, there was support of the idea that governance mechanisms may 

substitute each other in enhancing firm performance. It was noted that performance 

measures used were objective measures, such as ROA and Tobin‘s Q.  

 

Rahman et al. (2009) carried out a study to develop and test a model of knowledge 

management initiatives, innovation, and performance for Malaysian GLCs. They also 

conducted a confirmatory factor analysis to examine the validity of the measurement 

model. Their study concluded that employees perceived knowledge management 

initiatives as important antecedents of innovation, and that innovation, in turn, resulted in 

better organisational performance. 

 

The current study will add to the theoretical foundation of the dimensions that make up 

the organisational performance construct, thus allowing future researchers in Malaysia to 

better understand and use this construct, as well as employ a valid measurement model. 

Organisations that wish to succeed will need to understand how organisational 

performance can be effectively assessed.  

 

2.7 The Relationship between Constructs 

2.7.1 Transformational Leadership and Organisational Climate for Innovation 

According to numerous authors (Amabile et al., 2004; Andriopoulos, 2001; France et al., 

2007; Jung, 2001; Jung et al., 2008; Michaelis et al., 2010; Pieterse et al., 2010; Sarros et 

al., 2008; Chen et al., 2012) effective innovation is inextricably linked to various 
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dimensions such as the organisations‘ leaders, culture, climate, and organisational design. 

In terms of leadership, Mumford, Dansereau and Yammarino (2000) stated that studies 

by Tierney, Farmer and Graen (1999) and Cummings and Oldham (1997) point to two 

crucial conclusions. First, certain types of leadership are apparently related to creativity 

and innovation. Second, people‘s willingness to engage in creative pursuits is affected by 

the leaders‘ influence tactics. Leaders‘ efforts, through the use of status power, 

conformity pressure and organisational commitment to induce innovativeness, are likely 

to be futile (Mumford et al., 2002). Instead, to encourage innovativeness, leaders should 

empower followers and also motivate them intrinsically (Amabile, 1998). Deliberate 

climate creation is the main responsibility of leadership within any organisation. Of all 

the factors that influence climate, leadership behaviour is generally the most potent 

(Amabile et al., 2004; Ekvall & Ryhammar, 1999; Ekvall, 1999). Ekvall reported that 

leadership behaviour accounts for anywhere from 20% to 67% of the variance in many of 

his studies (Horth & Buchner, 2009). Creating a workplace atmosphere that allows for 

creative behaviour is one of the greatest opportunities for those who choose to meet the 

innovation and transformation challenge. 

 

If revitalisation of the climate of innovation is required, organisations will need to be 

open and ready for change. Yukl (2002) argues, ‗Leading change is one of the most 

important and difficult leadership responsibilities‘. In an early study, Ekvall and Arvonen 

(1991), when analysing behavioural data from managers in Sweden, Finland, and the 

USA, discovered the emergence of a new factor which they termed change-centred 

leadership style. The style depicts a leader who creates visions, values experimentation, 
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accepts new ideas, makes quick decisions and encourages cooperation and who is able to 

encourage and execute change.  

 

Ekvall (1991) suggests that a leadership role which is facilitative in nature fosters the 

generation of new or creative outputs. Employees are also more creative if they are given 

greater levels of autonomy (King & West, 1985). Cummings and Oldham (1997) also 

suggested that supportive, non-controlling supervision will have a positive impact on 

innovativeness. Studies by Sosik et al. (1998) and Jung (2001) found positive effects of 

leadership on team creativity. Leaders enable followers to reach higher levels of 

innovativeness by enhancing followers‘ intrinsic motivation (Shin & Zhou, 2003) and 

self-efficacy (Pillai & Williams, 2004). The above literature shows that the leadership 

dimensions which support creativeness or innovativeness seem to have much in common 

with the dimensions of Bass‘s (1985) transformational leadership style. Jung, Chow and 

Wu (2003) stated that because transformational leadership triggers followers‘ exploratory 

and critical thinking processes, it may establish a working environment where 

unconventional approaches are encouraged and innovativeness given high priority. While 

transactional leadership is seen as focused on the status quo and fostering performance on 

well-defined tasks to meet set goals, transformational leaders highlight the need for 

change and promote creativity and innovation (Avolio, 1994; Bass & Riggio, 2006). 

Transformational leaders seek new ways of working, challenge the status quo and are less 

likely to accept conventional norms (Conger & Kanungo, 1987; Howell & Higgins, 

1990). By being oriented towards innovation, transformational leaders can enhance their 

followers‘ innovativeness through motivation and intellectual stimulation (Keller, 1992; 
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Mumford et al., 2002; Gumusluoglu & Ilsev, 2009; Pieterse et al., 2010). Followers are 

likely to exert extra effort to generate creative solutions for their problems as a result of 

intrinsic motivation caused by their leaders‘ articulation of long-term goals and visions 

(Avolio & Bass, 2002; Kirkpatrick & Locke, 1996; Pieterse et al., 2010). Schneier, 

MacCoy and Burchman (1988) and Michaelis et al. (2010) argue that leaders who coach, 

counsel, mentor and train their followers can enhance their skills and motivation to seek 

out opportunities and attempt new methods of approaching a problem. Therefore, it 

appears that transformational leadership creates a positive impact on the organisational 

climate for innovation. Therefore, the following hypothesis is postulated: 

 

H1 Transformational leadership will have a positive influence on organisational climate 

for innovation. 

 

Considering that researchers have emphasised the transformational leadership role in 

creating an intellectually stimulating work environment, it is surprising that limited 

studies have examined how transformational leadership style affects the organisational 

climate for innovation specifically (Jung et al., 2003). To date, only Sarros et al. (2008) 

appear to have attempted to empirically examine the linkages of transformational 

leadership, organisational culture and climate for organisational innovation. Their study 

showed that transformational leadership is associated with climate for organisational 

innovation through the mediating role of a competitive, performance-oriented 

organisational culture. The evidence in this study suggests that transformational 

leadership is associated with organisational culture, primarily through the processes of 
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articulating a vision and, to a lesser extent, through the setting of high performance 

expectations and providing individual support to workers. However, in their study, the 

definition of climate for organisational innovation construct is somewhat different from 

that of the organisational climate for innovation in the current study, where the former 

stresses organisational innovation. Climate for organisational innovation was 

operationalised by Sarros et al. (2008) using the support for innovation and resource 

supply measures developed by Scott and Bruce (1994). Support for innovation was 

measured by the degree to which individuals view the organisation as open to change, 

while resource supply subscales were used as a proxy measure of organisational 

innovation. These however do not truly reflect the construct of organisational climate for 

innovation as operationalised by Ekvall (1996). Thus, the empirical link between 

transformational leadership style and the climate for innovation remains to be further 

explored.  

 

2.7.2 Transformational Leadership and Innovative Work Behaviour 

It has been argued that transformational leadership centres on the processes of 

transformation and stimulation of followers‘ innovative work behaviour (Bass & Riggio, 

2006; Pieterse et al., 2010). Several researchers have identified leadership, particularly 

transformational leadership (Oke et al., 2009; Pieterse et al., 2010; Shin & Zhou, 2003; 

Aryee, et al., 2012) as an important determinant of innovative behaviour.  

 

There can be several reasons to assume that transformational leadership may enhance 

innovative work behaviour of individuals in an organisation, one of which is that through 
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intellectual stimulation, transformational leaders expect or encourage employees to 

question assumptions, challenge the present way of doing things and explore potentially 

better approaches (Bass et al., 2003). Transformational leaders also stimulate innovative 

work behaviour through idealised influence by expressing an inspiring vision and 

allowing individual development and growth, while ensuring that the needs and desires of 

their employees are aligned with the interests of the organisation (Bass, 1990). These 

leaders induce the impetus to go the extra mile, which is a catalyst for innovative 

behaviour. Shin and Zhou (2003) argue that transformational leadership behaviours 

provide followers with feelings or beliefs normally associated with intrinsic motivation 

(Zhou & Oldham, 2001), such as enhanced faith in one‘s capabilities, greater personal 

discretion or anatomy and responsibility. In terms of the dimension of individual 

consideration, these leaders provide followers with discretion to act based on an 

individual‘s ability and support for individual initiatives (Bass et al., 2003; Pieterse et al., 

2010). In addition to this, transformational leaders engage in inspiration motivation (Bass 

et al., 2003) by offering followers the opportunity to see meaning in their work 

(Eisenbeiss et al.,, 2008) and emphasising the significance, or value, of individual 

contributions to the organisation as a whole, thus motivating subordinates to generate and 

implement more ideas to improve organisational performance (Pieterse et al., 2010). 

 

In a very recent study involving 416 R&D employees, Eisenbeiss and Boerner (2013) 

provides evidence that transformational leadership promotes followers' creativity. This 

supports Gumusluoglu and Ilsev‘s (2009) earlier work based on 163 R&D personnel and 

managers of 43 Turkish software development companies which concluded that 
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transformational leadership has important effects on creativity at both the individual and 

organisational levels. Kahai, Sosik and Avolio (2003), in a laboratory based study among 

students to investigate the impact of leadership, anonymity and rewards on creative 

outcomes, found a positive impact of transformational leadership. Similarly, Shin and 

Zhou (2003), who used a sample of employees and their supervisors from research and 

development departments of 46 Korean companies, also found that transformational 

leadership was positively related to employee creativity. When leaders exhibit more 

transformational behaviour, individuals are more likely to express diverse views and be 

more creative or innovative (Shin, Kim, Lee & Bain, 2012). Reuvers et al. (2008), who 

based their study on four Australian hospitals, also revealed a positive and significant 

relationship between transformational leadership and innovative work behaviour. 

Therefore, it appears that transformational leadership should be an important determinant 

of innovative work behaviour.  

 

Hence the following hypothesis is posited 

 

H2 Transformational leadership will have a positive influence on innovative work 

behaviour. 

 

Empirical evidence demonstrating the role transformational leadership plays in 

stimulating follower innovative behaviour is scarce and, in some cases, inconsistent 

(Kahai et al., 2003; Shin & Zhou, 2003; Pieterse et al., 2010). While most studies showed 

a positive effect, Basu and Green (1997) reported a negative relationship. These 



80 
 

contradictory findings suggest that the results of this study will contribute to a better 

understanding of the relationship between transformational leadership and innovative 

behaviour, especially in the context of Malaysian public enterprises. 

 

2.7.3 Transformational Leadership and Organisational Performance 

Researchers have argued that when some organisations seek efficient ways to enable 

them to outperform others, a longstanding approach is to focus on the effects of 

leadership (Mehra, Smith, Dixon & Robertson, 2006; Obiwuru, Okwu, Akpa & 

Nwankwere, 2011). There is evidence to suggest that each of the transformational 

leadership factors positively predicts business unit performance (Howell & Avolio, 1993; 

Bass, et al., 2003; Rowold, 2011). Meta-analyses conducted by DeGroot, Kiker and Cross 

(2000), Lowe, Kroeck and Sivasubramaniam (1996) and Patterson, Fuller, Kester, and 

Stringer (1995) have shown a positive relation between transformational leadership and 

organisational performance. A field study conducted by Howell and Avolio (1993) found 

that transformational leadership measures significantly and positively predicted business 

performance in the financial industry. Alimo-Metcalfe and Alban-Metcalfe (2005) 

reported that in a study involving the top 250 executives and managers at a major 

financial services company, 34% of business unit performance results were due directly 

to the impact of transformational leadership. They stated that consequential benefits 

included enhanced innovative activities, more innovative products, more innovations and 

higher company financial performance.  
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Effective leaders competing in turbulent environments play a particularly important role 

in helping firms enhance performance (Ireland & Hitt, 2005). Boga and Ensari (2009) in 

their study reported that transformational leadership was more strongly associated with 

perceptions of organisational performance when the organisation undertook high, as 

opposed to low, changes. Avolio, Waldman and Einstein (1988) reported that 

transformational leadership had a significant and positive relationship on financial 

performance based on five traditional indicators: 1) market share, 2) stock price, 3) return 

on assets, 4) earnings per share, and 5) debt-to-equity ratio. In a more recent study, 

Morales et al. (2008) concluded that transformational leadership encouraged 

organisational innovation and generated greater advantages for organisational 

performance.    

 

The underlying reason behind the positive relationship between transformational 

leadership and performance at the organisational level can be due to suggestions that 

transformational leaders provide direction, energy and enthusiasm to the organisation, 

creating conducive conditions and climate for learning and innovation in the whole 

organisation leading to improved organisational performance (Tushman & Nadler, 1986; 

Cameron, 2008; Rowold, 2011). Transformational leadership has been considered more 

effective than other leadership styles in facilitating organisational performance in terms 

of innovation because it targets change and innovation (e.g. Howell & Avolio, 1993; 

Lowe et al., 1996). This leadership style, in particular, works on building teams and 

provides them with support for processes of change to further improve performance 
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(Bass, 1990; McDonough, 2000). Therefore, based on these notions the following 

hypothesis is formulated: 

 

H3 Transformational leadership will have a positive influence on organisational 

performance. 

 

2.7.4 Organisational Climate for Innovation and Innovative Work Behaviour 

De Jong and Den Hartog (2010) assert that although a positive correlation between 

innovative climate and innovative work behaviour has strong face validity, most 

empirical work explored climate‘s effects on organisational and team level innovations. 

Many studies (West & Anderson, 1996; Amabile et al., 1996; Nijhof, Krabbendam & 

Looise, 2002) at the organisational and team level have shown a positive effect of climate 

on innovation. However, empirical study of climate‘s effects on individual innovative 

behaviour has been limited.  

 

In a literature review Martins and Terblanche (2003) assert that an employee‘s perception 

of climate affects the extent to which creative solutions are encouraged, supported and 

implemented. They believe it encourages innovative ways of representing problems and 

finding solutions, but no empirical support is provided. In an early study, Scott and Bruce 

(1994) hypothesised that climate perceptions may positively affect individual innovative 

behaviour. In samples of knowledge workers and R&D workers, they did indeed find a 

positive, but rather weak, relationship. On the Malaysian front, in a very recent study 

conducted by Kheng and Mahmood (2013) to investigate the relationship between 
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organisational climate for innovation, leader member exchange and innovative work 

behaviour among knowledge workers of knowledge intensive business services in 

Malaysia, it was reported that there was a significant relationship between pro-innovation 

organisational climate and the innovative work behaviour of knowledge workers. Axtell 

et al. (2000) also found a positive correlation among workers in a manufacturing plant 

but concluded that an innovative climate was important in the latter stages of the 

innovation process. A recent meta-analysis by Hunter et al. (2007) found that the 

connection between creative climate and creative output was weaker in service industries 

(as compared to manufacturing). Krause‘s (2004) research, based on 399 managers of 

German organisations, revealed that climate dimensions such as autonomy and freedom, 

as well as the introduction of specialised knowledge and information, produced a positive 

effect on innovative behaviours. When individuals work in an environment where 

freedom is perceived, they may experience greater free-will and take greater control of 

their own ideas and work processes which, in turn, can enhance their innovativeness 

(Amabile et al., 1996; Si & Wei, 2012). However, in contrast to the above studies, De 

Jong and Den Hartog (2007), who posited that a supportive innovation climate would 

correlate positively with innovative work behaviour, did not find any evidence to support 

this relationship. 

 

Although current literature provides limited hard empirical evidence, there are reasons to 

expect a positive relationship between climate perceptions and innovative work 

behaviour. Albrecht and Hall (1991) observed that suggesting new ideas was perceived to 

be risky because it represented change to an established order. New ideas invite 
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evaluation by other organisational members and may lead to debate or, even, conflict. 

This means building an organisation where failure is tolerated, with no fear of submitting 

a foolish idea where creativity is encouraged. Mikdashi (1999) summarised that to find 

original solutions to problems required employees to have the freedom to break the rules 

(Nemeth, 1997), feel safe about their ideas and trust in the organisation. If synthesised, 

the themes risk taking, debate, freedom and trust which are all seen to impact on 

innovative work behaviour, interestingly overlap with the determinants of climate for 

innovation conceptualised by Ekvall. This strengthens the expectation that climate for 

innovation will have a positive effect on innovative work behaviour. Thus, it is 

hypothesised that: 

 

H4 Organisational climate for innovation will have a positive influence on innovative 

work behaviour. 

 

Montes et al. (2004) established organisational climate to be an essential factor that 

enhances the perception of support for innovation and an individual's innovative 

behaviour. Climate is the shared perceptions of organisational policies, practices and 

procedures. It is important to note that the current theoretical understanding of the 

consequences of organisational climate is based largely on studies conducted in western 

settings, with little evidence from an Asian perspective (Sellgren, Ekvall & Thomas 

2008). 
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2.7.5 Organisational Climate for Innovation and Organisational Performance 

Various studies have considered certain aspects of organisational climate and outcomes 

influenced by these aspects. These facet specific climate studies include the relationship 

between service climate and customer satisfaction (Dietz, Pugh & Wiley, 2004), the 

relationship between safety climate and safety outcomes (Hofmann & Mark, 2006; 

Wallace & Chen, 2006), the relationship between risk-taking climate and knowledge 

creation (Smith, Collins & Clark, 2005), the relationship between innovation climate and 

innovation (Tidd & Bessant, 2009; Pirola-Merlo & Mann, 2004), the relationship 

between higher profitability, productivity (Firenze, 1998; Davis, 2000) and a positive 

connection between innovation climate and employees‘ innovative work behaviour (De 

Jong, 2006). 

 

DiLiello and Houghton (2006) stressed that innovation was crucial to the survival and 

success of an organisation, and individual creativity and innovativeness a key to 

organisational level innovation. Management will need to ensure that the organisational 

environment is conducive so that individual creativity is encouraged, nurtured and 

enhanced (DiLiello & Houghton, 2006; Hunter et al., 2007; Isaksen & Lauer, 2002) 

before any desirable organisational outcomes can materialise. Rubera and Kirca (2012) 

indicate that organisational innovativeness affects organisational value through its effects 

on market position and financial position. 

 

Climate can have a positive effect on creativity and innovation in organisations (Amabile 

et al., 1996; Cooper, Edgett & Kleinschmidt, 2004; Nybakk, Crespell & Hansen, 2011). 
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As employee knowledge is deemed crucial for organisations to gain competitive 

advantages (Deshpande & Farley, 2004; Patterson, Warr & West, 2004), it is essential to 

know how to create a climate that cultivates innovation among employees (Nybakk & 

Jenssen, 2012). Employees who have innovative and creative potential are more likely to 

practise innovation when they perceive strong organisational support than employees 

who perceive weak support (DiLiello & Houghton, 2006). Furthermore, when 

organisations are able to develop a climate perceived as positive by individuals, this may 

result in higher levels of motivation, commitment, and employee engagement and 

organisational performance. Brown and Leigh (1996) established that perceptions of a 

motivating and involving organisational climate had a positive impact on performance. 

Macey and Schneider (2008) posited that high states of employee engagement led to 

discretionary effort of employees which, in turn, led to better organisational performance. 

Harter, Schmidt and Hayes (2002) in a meta-analysis of over 7000 business units in 36 

organisations concluded that increasing employee engagement and building an 

environment that supports this can significantly increase the possibility of business 

success. 

 

Baer and Frese‘s (2003) study of 47 mid-sized German organisations examined the 

relationship between process innovations, climates for initiative and psychological safety, 

and organisational performance. Their results point out that climate for initiative and 

psychological safety are positively related to organisational level performance. 
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Several scholars have documented a positive relationship between climate for innovation 

and performance (Deshpande & Farley 2004; Deshpande, Farley & Webster, 1993; 

Nybakk et al., 2011). Crespell and Hansen (2009), who conducted a case study on the 

relationship between innovative work climate, innovativeness and organisational 

performance in a secondary wood product company in the USA, concluded that there 

were positive relationships between the constructs. They also highlighted six factors 

linked to proactive innovation: supervisor encouragement, team cohesion, challenge, 

autonomy, openness to innovation and availability of resources. King, de Chermont, 

West, Dawson and Hebl (2007), who in a survey of over 24,000 employees in the 

healthcare industry in the United Kingdom, reported that climate for innovation had a 

positive impact on organisational performance. In addition, Deshpande and Farley (1999) 

found that a positive organisational climate was related to better performance. Nybakk et 

al. (2011), using a sample of 460 responses from chief executive officers and top 

managers of Norwegian and USA organisations, conducted a regression analysis to 

examine the relationships between the climate for innovation and innovation strategy and 

financial performance in the wood products industry — they reported positive 

relationships. In a more recent study, Nybakk and Jenssen (2012) also concluded that an 

innovative working climate was a positive predictor of financial performance. 

 

As discussed above, several studies have suggested that climate for innovation is an 

organisational variable that exerts both direct and indirect effects on organisational 

performance In determining the impact on organisational level performance, these 

researchers may have used different measures for climate for innovation, but they had 
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common denominators, namely: challenge, openness, freedom, debate, trust and support 

for ideas (Crespell & Hansen, 2009; Tidd & Bessant, 2009). These arguments support the 

following hypothesis: 

 

H5 Organisational climate for innovation will have a positive influence on organisational 

performance. 

 

2.7.6 Innovative Work Behaviour and Organisational Performance 

To respond to challenges faced by stiff local and overseas competition, organisations 

need to increase their flexibility, responsiveness and efficiency, which translates to 

greater need for continuous innovation of products and services as well as internal 

processes (Dorenbosch, Van Engen & Verhagen, 2005; Reuvers et al., 2008). The current 

literature has shifted from views of efficiency towards innovation as the key driver of 

growth, competitive advantage and business performance (Edwards, Delbridge & 

Munday, 2005; Isaksen & Tidd, 2006; Bilton & Cummings, 2010). Davila, Epstein and 

Shelton (2006) argue that identifying gaps in implementing innovation should contribute 

to improved organisational performance. Rubera and Kirca (2012) indicate that 

organisational innovativeness indirectly affects organisational value through its effects on 

market and financial positions.  

 

Jung et al. (2003) argue that that there is need for more knowledge on how individual 

efforts can be coordinated to affect organisational level innovativeness and performance. 

According to Morales et al. (2008), innovation is essential for improved organisational 
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performance and they illustrate that marketing theories show that organisations which 

focus on prolific innovation are more successful at securing a larger market share which 

can lead to high income and profitability. The theory of resources and capabilities also 

asserts that the capabilities, resources and technologies needed to implement a new 

innovation will be a challenge for competitors to mimic and allow organisations to have 

sustainable competitive advantages and gain greater organisational performance 

(Lengnick-Hall, 1992; Lieberman & Montgomery, 1988). Thus, there is a clear and 

positive link between innovation and organisational performance (Calantone, Cavusgil & 

Zhao, 2002; Bommer & Jalajas, 2004).  Results of a meta-analysis indicate that the 

relationship of climate with performance is mediated by employees‘ work attitudes at the 

individual level of analysis (Parker, Baltes, Young, Huff, Altmann, Lacost & Roberts, 

2003). Since innovation derives from the efforts and interaction of people within an 

organisation, all employees must be involved in the innovation process for it to succeed 

(Hartman, Tower & Sebora, 1994). Employees play an important part in the innovation 

process because their thoughts and actions are crucial for continuous innovation and 

improvement of the organisation and they help to attain better organisational profitability, 

growth, and market value (De Jong & Den Hartog, 2010).  Employees‘ behaviour can 

influence an organisation‘s operating performance by using their knowledge and 

technological skills to trigger innovative initiatives with the goal of enhancing their 

competitiveness. Hence, if viewed from an individual level, it can be posited that: 

 

H6 Innovative work behaviour will have a positive influence on organisational 

performance. 
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This research focuses on innovation at the level of individuals in organisations, because 

individuals‘ actions are of key importance for continuous innovation and improvement of 

the organisation (De Jong & Den Hartog, 2010; De Winne & Sels, 2010), particularly in a 

Malaysian context. 

 

2.8 Overall Theoretical Model 

The theoretical model developed for this study shown in Figure 2.1 summarises the 

relationships between the constructs and the corresponding hypotheses denoted.  
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Figure 2.1: Theoretical model and hypothesised influences of transformational leadership 

on organisational climate for innovation, innovative work behaviour and organisational 

performance. 
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2.9 Conclusion 

The chapter began with a review of literature on the nature and concept of 

transformational leadership, organisational climate for innovation, innovative work 

behaviour, and organisational performance. The theoretical foundations of the 

dimensions that make up the individual constructs were examined. The relationships 

between the four mentioned constructs were discussed in terms of theory and past work. 

The hypotheses and final theoretical model were developed outlining the directions and 

relationships between the dependent and independent variables. It was posited that 

transformational leadership style will have a positive and significant effect on 

organisational climate for innovation, innovative work behaviour and organisational 

performance. The following chapter addresses the methodology of the study and 

crystallises the theoretical model that will be central to this thesis. 
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Chapter Three 

Methodology 

 

3.1 Chapter Overview  

Chapter Two primarily reviewed relevant literature and set out the hypotheses and 

theoretical model for this research. This chapter describes the research methodology 

employed in this thesis and illustrates the research design which highlights the purpose, 

research paradigm and research approach. The justification for employed quantitative 

method is then explained and the population of the current research, sampling strategy 

and data collection procedure is outlined. This chapter also describes the measurement 

instruments derived from the literature and the motivation for using them. The data 

analysis and interpretation section where the data analytic plan and details of the 

measurement and structural model assessment using structural equation modelling is 

dealt with in detail. The chapter culminates with the ethical considerations taken in this 

study. 

 

3.2 Research Design 

3.2.1 Statement of Problem 

The relationship between climate and numerous organisational outcomes is well 

documented (e.g. Baer & Frese, 2003; Patterson, West, Shackleton, Dawson, Lawthom, 

Maitlis & Robinson, 2005; Crespell & Hansen, 2009). However, few studies focus on 

explaining the role of leadership in managing climate and relate this to organisational 

outcomes such as innovation (Jung et al., 2003) and productivity (Ekvall & Ryhammar, 
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1998; Mumford et al., 2002). These studies contribute greatly towards a strong priori 

support for the relationship between leadership style on organisational climate, 

innovative work behaviour and organisational outcomes. Nevertheless, there is a lack of 

empirical studies that investigate the nature and existence of the link between 

transformational leadership style, climate, innovative behaviour and organisational 

performance (Mumford et al., 2002; Janssen, 2002; Jung et al., 2003; Gumusluoglu & 

Ilsev, 2009). In addition, critique by Mumford et al. (2002) and Jung et al. (2003) 

highlighted that research on how leadership can affect employee behaviours and 

performance at the individual level does not relate these effects to organisational levels of 

analysis. A further analysis of the relationship between leadership style, specifically 

transformational leadership, climate for innovation, innovative work behaviour and 

performance at the organisational level is thus needed.  

 

The primary objectives of this study are to identify the impact transformational leadership 

style has on organisational climate for innovation and innovative work behaviour, and to 

determine the impact on organisational performance. Based on the literature review in the 

previous chapter and the research objectives, the following hypotheses are formulated: 

 

General Hypotheses 

Ha: A nomological network and causal relationships of dimensions namely Idealised 

influence, Inspirational motivation, Intellectual stimulation and Individualised 

consideration factors are optimal predictors of Transformational Leadership. 
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Hb: A nomological network and causal relationships of dimensions namely Freedom, 

Challenge, Idea Support, Playfulness, Debate, Conflict, Trust, Risk-taking and Idea Time 

are optimal predictors of Organisational Climate for Innovation. 

Hc: A nomological network and causal relationships of dimensions namely Idea 

Generating, Idea Promotion and Idea Realisation factors (related to employees’ 

behaviour) are optimal predictors of Innovative Work Behaviour. 

Hd: Operational Performance and Market Performance will be positively related to 

Organisational Performance. 

 

Specific Hypotheses 

H1: Transformational leadership will have a positive influence on Organisational 

Climate for Innovation. 

H2: Transformational leadership will have a positive influence on Innovative Work 

Behaviour. 

H3: Transformational leadership will have a positive influence on Organisational 

Performance. 

H4: Organisational Climate for Innovation will have a positive influence on 

Innovative Work Behaviour. 

H5: Organisational Climate for Innovation will have a positive influence on 

Organisational Performance. 

H6: Innovative Work Behaviour will have a positive influence on Organisational 

Performance. 
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GLCs constitute a significant part of the economic structure of the nation and this study 

will be truly beneficial to these organisations that are expanding rapidly. To be 

competitive these large organisations will need to develop leaders who are well-equipped 

to harness the innovative capabilities of their employees.  

 

Sanders, Lewis and Thomhill (2009) summarised that the three main purposes of research 

can be categorised as exploratory, descriptive and explanatory. By looking at the research 

objective, the research purpose is explanatory research which is best suited as it can 

effectively clarify the relationship between variables and the componential elements of 

the research problem. Punch (2000) asserts that explanatory research elucidates upon the 

nature of the problem under investigation and provides explanation of the complex web 

of interrelated variables identified as well as the basis for any proposed solution. Based 

on the theoretical model, the aim here is to test the hypotheses developed and then see 

whether the data collected can be called on to support, or refute, those hypotheses. 

 

3.2.2 Research Paradigm 

Denzin and Lincoln (2005) described a researcher‘s philosophical perspective as a series 

of abstract principles which combined the individual‘s beliefs about ontology (what is the 

nature of reality?) epistemology (what is the relationship between the inquirer and the 

known?) and methodology (how to go about acquiring knowledge?). Collectively, these 

beliefs represent a particular ‗paradigm‘ which guides the researcher‘s actions (Bryman, 

2008). A research paradigm explains or predicts phenomena, provides orientation and 

guides the study (Schunk, 2000).  
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Grix (2002) argues that ontology represents the starting point of all research — it is from 

this perspective that one‘s epistemological and methodological positions logically follow. 

The two contrasting ontological perspectives are ‗objectivism‘ and ‗constructivism‘ 

(Bryman, 2008). The objectivist perspective considers reality to be an external fact 

beyond the influence of social actors. Individuals, therefore, behave in accordance with 

the regulations established by social orders such as culture and organised bodies. 

Alternatively, constructivism views reality as a social entity which is not only built from 

the perceptions and actions of social actors but which is also in a state of constant 

revision (Bryman, 2008). The ontological perspective guiding the research of this study 

accepts the basic view advocated by the objectivism position. While acknowledging the 

constructivist position which recognises the key role of social actors, reality is also 

considered to be influenced by shared values and customs, and this social entity possesses 

an almost tangible ‗external‘ reality of its own. An ontological perspective that embraces 

the objectivist is synonymous with the positivist paradigm. A key feature of a positivist 

paradigm is the accepted use of the quantitative method. 

 

The studies tabulated in Table 3.1 show that the majority prefer the use of quantitative 

methodologies associated with the positivist paradigm. The positivist approach was 

applied to understand the statistically significant effects. This paradigm refers to 

knowledge that is absolute and objective, and knowledge is discovered by means of 

systematic investigation of the phenomena and verified hypotheses established as facts 

(Guba & Lincoln, 1994). The positivist paradigm was effectively applied in these studies 
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to assess the facet of analysis by measuring data to explain the relationship and to ensure 

reliability and validity of data.  

 

The positivist approach, which verifies and confirms empirical observations by means of 

measurable ways where findings are true, was best suited for this study. The positivist 

paradigm used in this study was pertinent as it was used to uncover the truths and facts of 

the relationship between leadership behaviour and innovation. Certain goals in the field 

of leadership and innovation are highly compatible with positivistic applications due to 

their implicit orientation towards prediction and control. Smith (1993) asserted that the 

empirically grounded methods in positivism also served as a reality check to reduce 

researchers‘ biases and values which could potentially contaminate the research process 

and subsequent discoveries. 

 

3.2.3 Research Approach 

Creswell (2003) highlights that the selection of the research approach is a critically 

important decision. Generally, the two broad methods of reasoning are referred to as the 

deductive and inductive approaches (Hair, Babin, Money & Samouel, 2003). The 

inductive approach works by moving from specific observations to broader 

generalisations and theories and is sometimes called a ‗bottom up‘ approach. The 

deductive approach works the other way, moving from the more general to the more 

specific and is concerned with testing or confirming hypotheses — it is informally called 

a ‗top-down‘ approach. According to Artsberg (2003) a deductive approach is based upon 

an existing theory and seeks to test this to fortify, invalidate, adapt or develop it. The 
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difference between the deductive and the inductive method is that the deductive method 

acknowledges that the data is ‗dependent on theories‘ and that a theory is only supported 

when it is confirmed by empirical findings. Hence, to fulfil the purpose of this research a 

deductive approach was justified since the aim was to explain the phenomena and to 

confirm, or reject, the hypotheses proposed. Another justification for the use of the 

deductive approach was that it reconciled theory and research. Ontologically, adopting 

deductive reasoning and scientific inquiry, as well as the view that the researcher and 

reality are separate, affirmed the positivist leaning of this work. 

 

3.3 The Quantitative Methodology  

The quantitative methodology is centred on the quantification of relationships between 

variables and when the methods are used, the researcher is usually detached from the 

study and the final output is context free. The investigators maintain a detached and 

objective view in order to understand the facts. The strength of such a detached approach 

is avoidance of researcher involvement, guarding against biasing the study and ensuring 

objectivity. Measurement, numerical data and statistics are the main substance of 

quantitative instruments. It is an approach that is primarily deductive reasoning, prefers 

the least complicated explanation and gives a statement of statistical probability.  

 

The quantitative methodology is often contrasted with qualitative methodology which is 

the examination, analysis and interpretation of observations for the purpose of 

discovering underlying meanings and patterns of relationships, including classifications 

of types of phenomena and entities, in a manner that does not involve mathematical 
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models. Qualitative research is often used to gain a general sense of phenomena and to 

form theories that can be tested using further quantitative research. However, the in-depth 

nature of studies and the analysis of the data required usually relates to a small, selective 

sample (Cormack, 1991) and because fewer people are generally studied, it is not 

possible to generalise results in relation to that of the population. This suggests that 

qualitative research has low population validity, affecting generalisability. In contrast, the 

purpose of most quantitative inquiries is to afford greater confidence in the generalisation 

of the research findings. It basically gives a generalisation of the gathered data with 

tentative synthesised interpretations. The validity of such generalisations is highly 

dependent on the sampling process used, as well as the validity and reliability of the 

measurement tools employed. 

 

3.3.1 Quantitative Survey Questionnaires 

Quantitative research measures variables with the purpose of explaining, predicting and 

controlling phenomena (Leedy & Ormrod, 2001). Studies have established that it is 

possible to obtain valid and reliable data from respondents using self-completion 

questionnaires (Bailey, 1987). Table 3.1 gives a summary of the questionnaires or 

measurement tools used in studies related to transformational leadership, innovation and 

organisational performance. Survey methods are especially useful when information is 

subjective and comes directly from the respondent because they provide the researcher 

with an indication and a measurement of subjective states, attitudes and emotions of the 

participants (Fink & Kosecoff, 1998). Advantages of the survey method include saving 

time and money, the possibility of obtaining accurate results and affording the 
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participants a greater sense of anonymity, privacy and control. A further advantage is that 

the risk of interviewer interference and bias is avoided, as all respondents receive and 

complete identically worded self-report measures (Bailey, 1987). 

 

One issue with the questionnaire survey method is the possibility that respondents may 

misunderstand items, leave out items or not complete the questionnaire. Furthermore, 

Kerlinger (1986) noted that there is a propensity for faking when self-report measures 

and techniques are used. The sensitive nature of the topic and the participants‘ need for a 

high level of confidentiality and privacy are important ethical factors to be considered 

when determining the research design and method of data collection. Another issue that 

stands out in a few of the studies reviewed is that of common response biases. This, 

however, can be effectively controlled by the use of multi-data source as seen in studies 

related to transformational leadership and innovation by Jung (2003, 2008) and Chen and 

Lin (2010). 

 

Questionnaire construction is also a very demanding task requiring not only 

methodological competence but also extensive experience with research in general and 

questioning techniques in particular (Leedy & Ormrod, 2001). The process of 

questionnaire construction can also be time-consuming and requires expertise to produce 

one that is justifiable as a research tool. With this in mind, this research used a toolkit 

made up of existing questionnaires (MLQ 5X, SOQ, IWB and OP) that have been tested 

and widely accepted in organisational theory research, in order to explore and test the 

proposed hypothesis. 
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Table 3.1: Measures used in studies relating to transformational leadership, innovation and 

organisational performance 

 

Author Major constructs/ Variables Survey Instruments 
Sosik et 

al.(1998) 

Independent Variable: Transformational 

Leadership 

 

Dependent Variable: Group Creativity 

MLQ  5X (Bass & Avolio, 1995) 

 

 

Measures of Creativity Questionnaire- 

Fluency, Flexibility, Originality, 

Elaboration (Torrance, 1965) 

 

Jung (2001) Independent Variable: Transformational 

- Transactional Leadership 

 

Dependent Variable: Creativity in 

Groups 

 

MLQ (Bass & Avolio, 1990) 

 

 

Measures of Creativity Questionnaire- 

Fluency, Flexibility (Torrance, 1965) 

 

Jung et al. 

(2003) 

Independent Variable: Transformational 

Leadership 

 

Dependent Variable: Organisational 

Innovation 

 

MLQ  5X (Bass & Avolio, 1995) 

 

 

Three Proxies of Innovation: R&D 

Expenditure, Expenditure as a percentage 

of Gross Revenue and number of patents. 

 

Politis 

(2004) 

Independent Variable: Transformational 

Leadership 

 

Dependent Variable: Work Environment 

Creativity 

 

MLQ  5X (Bass & Avolio, 1995) 

 

 

KEYS Tool (Amabile et al., 1996) 

 

Eisenbeiss et 

al. (2008) 

Independent Variable: Transformational 

Leadership 

 

Dependent Variable: Team Innovation 

 

MLQ  5X (Bass & Avolio, 1995) 

 

 

Team Climate Inventory (TCI) (Anderson 

& West, 1998) 

 

Jung et 

al.(2008) 

Independent Variable: Transformational 

Leadership 

 

Dependent Variable: Organisational 

Innovation 

 

MLQ  5X (Bass & Avolio, 1995) 

 

 

Three Proxies of Innovation: Expenditure 

as a percentage of Gross Revenue number 

of patents and Financial Analyst feedback 

Questionnaire. 

 

Sarros et al. 

(2008) 

Independent Variable: Transformational 

Leadership 

 

Dependent Variable: Climate for 

Organisational Innovation 

 

Dependent Variable: Organisational 

Culture 

Transformational Leadership Scale 

(Podsakoff, MacKenzie, Moorman & 

Fetter, 1990) 

 

Support for Innovation (Scott & Bruce, 

1994) 

 

Organisational Culture Profile (OCP) 

(Sarros, Gray, Densten & Cooper, 2005) 
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Simon and 

Preziosi 

(2009) 

Independent Variable: Transformational 

Leadership 

 

Dependent Variable: Organisational 

Performance 

 

MLQ  5X (Bass & Avolio, 1995) 

 

 

Organisational Performance Questionnaire 

(Allen & Helms, 2002) 

 

Gumusluoglu 

& IIsev 

(2009) 

 

Independent Variable: Transformational 

Leadership 

 

Dependent Variable: Organisational 

Innovation 

 

Dependent Variable: Individual 

Creativity 

MLQ  5X (Bass & Avolio, 1995) 

 

 

Support for Innovation (Scott & Bruce, 

1994) 

 

Idea Generation/ Implementation 

Creativity Measures (George Zhou, 2001) 

 

Pieterse et al. 

(2010) 

Independent Variable: Transformational 

- Transactional Leadership 

 

Dependent Variable: Innovative Work 

Behaviour 

 

MLQ  5X (Bass & Avolio, 1995) 

 

Janssen et al. (1997) 

Chen and Lin 

(2010) 

Independent Variable: Transformational 

Leadership 

 

Dependent Variable: Team Technical 

Innovation 

 

MLQ  5X (Bass & Avolio, 1995) 

 

 

 

Michaelis et 

al. (2010) 

 

Independent Variable: Transformational 

Leadership 

 

Dependent Variable: Follower 

Innovative Implementation Behaviour 

 

MLQ  5X (Bass & Avolio, 1995) 

 

 

Innovative Implementation Behaviour 

Questionnaire (Choi & Price, 2005) 

 

Khan, Aslam 

& Riaz 

(2012) 

Independent Variable: Transformational 

Leadership 

 

Dependent Variable: Innovative Work 

Behaviour 

 

MLQ  5X (Bass & Avolio, 1995) 

 

 

Butt (2006) 

 Note. MLQ = Multifactor Leadership Questionnaire; R&D = Research and Development 
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3.3.2 Justification of the Quantitative Methodology 

Patton (1999) asserts that it is the research question or goal that should dictate the choice 

of methodology. As the aim of this explanatory study was to study the effect of 

transformational leadership on the organisational climate for innovation, innovative work 

behaviour and organisational performance, a quantitative methodology was deemed best 

suited. The quantitative research methodology, being deductive in nature, was considered 

to be most appropriate for this research: first, because it systematically measured 

variables with the aim of explaining and predicting the phenomena and, second, it 

enabled each hypothesis to be statistically tested and the results generalised to the 

population of GLCs. Scientific hypotheses are value-free — the researcher‘s own values, 

biases and subjective preferences have no place in the quantitative approach. Because of 

the in-depth nature of studies and the analysis of the data required, qualitative research 

usually relates to a small, selective sample and because fewer people are generally 

studied, it is not possible to generalise results in relation to that of the population. In this 

case, as the setting is GLCs which have a large workforce, to get a meaningful result 

there was a need to gather perceptions from a large sample, thus making a quantitative 

methodology more suitable and less time-consuming. It also minimised subjectivity of 

judgment and allowed for longitudinal measures of subsequent performance of research 

subjects.  

 

Research related to transformational leadership, innovation and performance have been, 

and still are, dominated by the use of a quantitative methodology with few qualitative or 

combined-methodological approaches (see Table 3.1). Almost all positivist studies in this 
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review employed non-experimental, quantitative research design, using survey 

instrumentation as their research methodology, thus showing that this methodology is 

valid to be used in behavioural studies related to leadership and climate. 

 

Le Compte and Goetz (1982) highlighted the fact that qualitative research methods were 

often criticised for failing to clearly address issues of validity and reliability in their 

studies. Generally, in quantitative research, the concern regarding reliability is to ensure 

trustworthiness of the data as research instruments and of the findings, while the concern 

regarding validity is to determine the accuracy of data and the findings in terms of 

precision, credibility, transferability and prediction.  

 

The quantitative methodology, utilising questionnaire survey, provides greater uniformity 

across research situations as respondents respond to the same standardised questions and 

at the same time gives the respondents enough time to respond to the questions. There is 

also much less interviewer bias that could be created by the presence of someone who has 

vested interest in the results. Finally, the guarantee of confidentiality and the element of 

anonymity enhances the chances of getting honest responses, especially in this instance 

when employees were also asked to rate their leader‘s style. 

 

3.4 Data Collection Procedure 

Based on the positivist research paradigm and the deductive research approach, a 

quantitative research utilising questionnaire based survey method for gathering evidence 

was deemed appropriate for this study. 
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3.4.1 Population of the Study 

The population of this research consisted of managers and section heads of public listed 

Malaysian GLCs. Sufficient information about the subjects was reported to identify the 

population group from which they were drawn. This study focused on the perception of 

followers; their age, gender, nature of business, job level, years in service and education 

level were used as control variables. 

 

For the purpose of this study, 10 public listed GLCs from the G20 group were targeted. 

The list of the 10 organisations was obtained from the website of Khazanah National 

(www.khazanah.com.my), the investment holding arm of the government. During the 

distribution of the set of questionnaires, the Human Resources (HR) head of each GLC 

was briefed on the aim of this study and assured of confidentiality. Managers were 

randomly selected. 

 

3.4.2 Unit of Analysis 

Individuals who were managers in Malaysian GLCs formed the unit of analysis in the 

study. They had to have been in the organisation for at least the previous three years in 

order to obtain a more balanced and deeper response. 

 

3.4.3 Sampling Strategy 

A sample is a group in a research study in which information is obtained and which is a 

representative of a population taken to show the nature of the results. In the quantitative 

studies reviewed in Table 3.1, generalisibility was questioned in few studies due to single 
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organisation sampling (Tierney et al., 1999; Jung, 2001; Sosik et al., 1998; Politis 2004; 

Pieterse et al., 2010; Michaelis et al., 2010); single industry (Jung et al., 2003, 2008; 

Gumusluoglu & IIsev, 2009; Eisenbeiss et al., 2008; Sarros et al., 2008) and the small 

sample size (Jung et al. 2003; Eisenbeiss et al., 2008; Sarros et al., 2008). This is an 

important point that can be addressed by revisiting the sampling strategy to include 

multiple organisations and increasing the sampling size. In this study, the general view 

was that multiple organisations should be studied and manager grade staff should be 

included as they were collectively crucial for innovation to be dispersed in an 

organisation and were privy to organisational level initiatives and strategies. 

 

3.4.3.1 Sampling Method 

Sampling methods are classified as being either probability or non-probability sampling 

methods (Hoffmeyer-Zlotnik, 2003). In non-probability sampling, members are selected 

from the population in a non-random manner such as convenience sampling, judgment 

sampling, quota sampling and snowball sampling. Probability methods include random, 

stratified and systematic sampling (Sekaran, 2003). For the purpose of this research, 

convenience sampling was utilised where manager grade staff was targeted. 

 

3.4.3.2 Characteristics of the Sample 

GLCs, which can be at the forefront of creating a national advantage, were used as the 

setting for this research. It is where most benefit can be derived, as leaders of 

organisations in this industry have a daunting challenge of managing one of the largest 

workforces in Malaysia. Population is the total collection of elements about which the 



108 
 

researcher wish to make some inferences. The population of this research consisted of 

employees of public listed Malaysian GLCs. The sample consisted of management staff 

of these organisations who had at least three years service experience in the organisation 

thus ensuring that their perceptions were based on extended work experience in a 

particular organisation and not superficial in nature.  

 

3.4.4 Pilot Study 

Prior to the actual data collection, a draft version of the questionnaire was pilot-tested, 

involving a sample of 25 managers in three GLCs to obtain their perceptions and 

comments on the questionnaire‘s design and its wording. The feedback from the 

respondents was positive, needing no changes to the format, length or language. 

 

3.4.5 Survey Language 

In Malaysia, being a former British Colony, English is the language predominantly used 

in commerce, therefore the language used in the questionnaire was English. In addition, 

the target research population of managers were educated with a good command of 

spoken and written English. 

 

3.4.6 Distribution of Questionnaire 

The questionnaire was distributed through the Human Resources (HR) department after 

initial communication seeking consent with heads of the HR departments of each GLC. 

With the cover letter, the heads of each organisation were given questionnaire packets to 

be randomly distributed among their staff. This packet contained a cover letter from the 
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researcher that highlighted the aspects of confidentiality and anonymity of the survey, 

MLQ 5X, SOQ, IWB questionnaires, an organisational performance questionnaire and a 

self-addressed envelope for returning the questionnaires. The final questionnaire 

contained fixed format self-report items to be completed by respondents voluntarily, at 

their own pace and were suited to produce more honest responses to sensitive topics. 

Structured questions were intended to save respondents time and return definite answers. 

In total, 530 questionnaires were distributed by the researcher to the head of HR at each 

organisation. 

 

3.4.7 Response Rate 

Of the 530 questionnaires delivered, 206 were collected of which 202 were useable, thus 

yielding a response rate of 38%. There were no cases of missing data. This size was 

deemed suitable to employ Structural Equation Modelling (SEM) analysis effectively 

(Kline, 2005) to achieve meaningful results. 

 

3.5 Measures 

Peterson, Homer and Wonderlich (1982) defines reliability as the extent to which 

measures are free from errors. Thus, the greater the reliability of an instrument, the less 

likely the errors of measurement occurring. The MLQ 5X, SOQ, IWB questionnaire 

developed by Janssen (2000) and OP questionnaire developed by Delaney and Huselid 

(1996) were the four tools identified as most suitable. 
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3.5.1 Quantitative Instrument: MLQ 5X (Multifactor Leadership Questionnaire)    

3.5.1.1 Background and Composition 

The MLQ Form 5X analyses leadership traits in three primary areas: transformation, 

transactional and laissez-faire behaviours. This self-report test, developed by Bass and 

Avolio and used in many academic studies on leadership, is a widely accepted method 

through which to obtain individual leadership behaviours. The MLQ 5X breaks these into 

three primary categories with four scales linked to transformational leadership 

behaviours, three transactional and one laissez-faire. In this study, only the 

transformational leadership measures were extracted, where the MLQ 5X used 20 items 

to measure the four scales using a 5-point Likert scaled assessment of agreement from 

zero (‗not at all‘) to four (‗frequently, if not always‘). Each item on the MLQ allowed 

respondents to choose answers that best represented their perceptions, and responses were 

evaluated according to matched style-specific scales of leadership type (Bass & Avolio, 

1995, 2004). The four scales identified as characteristic of transformational leadership 

are: Idealised influence, Inspirational motivation, Individual consideration, and 

Intellectual stimulation. For the purpose of this study only transformational leader scales 

were extracted from this tool. 

 

3.5.1.2 Motivation for the use of the MLQ 5X  

Table 3.1 shows that all studies reviewed, except that by Sarros et al. (2008), measured 

transformational leadership by using the MLQ 5X developed by Bass and Avolio (1995). 

The latest version of the MLQ 5X has been used in nearly 200 research programs, 

doctoral dissertations and masters theses around the globe over the last four years (Bass 
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& Avolio, 2000). The MLQ 5X is the most widely used instrument to assess 

transformational leadership theory (Kirkbride, 2006) and is considered the best validated 

measure of transformational leadership (Ozaralli, 2003). Carless (1998) also reported that 

the reliability of the MLQ 5X has been consistently strong with a Cronbach‘s alpha of 

over 0.90. Hair, Black, Babin and Anderson (2010) found that a Cronbach‘s alpha of 0.60 

or greater is sufficient for indicating the internal reliability of a testing instrument. 

Antonakis, Avolio and Sivasubramaniam (2003) assessed the psychometric properties of 

this tool and from their studies found strong support for its validity. Studies by Antonakis 

et al. (2003) and Avolio and Bass (2004) also provide evidence that the current version of 

MLQ 5X is a valid and reliable instrument that can adequately measure both 

transformational and transactional leadership behaviours. Avolio and Bass (2004) 

conducted a study using Confirmatory Factor Analysis (CFA) to validate the construct 

measured by this tool and the findings showed a goodness of fit (GFI of 0.92, adjusted 

GFI of 0.91, comparative fit index (CFI) of 0.91 and a root mean squared error of 

approximation (RMSEA) of 0.05. This study supports the findings of Antonakis et al. 

(2003) on the validity of the MLQ 5X where they reported a GFI of 0.92, adjusted GFI of 

0.91, and a CFI of 0.91 and were significant (p< 0.01). These findings indicate the best 

theoretical fit of the nine-factor leadership model supporting the construct validity of the 

full range leadership theory that encompasses transformational leadership. Muenjohn and 

Armstrong (2008), in a more recent study that evaluated the structural validity of this 

measurement tool using CFA, found that the overall fit of the correlated factor model was 

statistically significant, concluding that it could be the most appropriate tool to measure 

all leadership factors representing transformational leadership.  
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3.5.2 Quantitative Instrument: Situational Outlook Questionnaire (SOQ) 

3.5.2.1 Background and Composition 

Goran Ekvall is a pioneer who spent many years studying organisational climatic factors 

or dimensions which affect organisational innovation. According to Hunter et al. (2007), 

the dispositional model proposed by Ekvall (1983) and his colleagues (Ekvall, 1996; 

Ekvall & Ryhammar, 1999; Isaksen & Lauer, 2002; Isaksen et al., 2001) is based on a 

theory of underlying psychological processes that lead to the development of a model 

identifying climate dimensions for innovation that interestingly correlate to those 

proposed by Amabile (1988) and West (1990). However, it is also important to look at 

the level of analysis. As such to understand the climate for innovation at the 

organisational level, Ekvall‘s climatic dimensions is at present well accepted to represent 

the factors that determine the organisational climate for innovation.  Isaksen and Lauer 

(2002) further refined Ekvall‘s model which identified the following climate for 

innovation dimensions: freedom, challenge and involvement, idea support, playfulness, 

debate, dynamism, conflict, trust, risk-taking and idea time. These dimensions are the 

result of several large factor analytic studies (Ekvall, 1996). Ekvall (1983) had earlier 

developed the Creative Climate Questionnaire (CCQ) to assess the climate for innovation 

at the organisational level and was validated by Lauer (1994) and further refined by 

Isaksen and Lauer (2002). The 10 dimensions by Ekvall formed the CCQ. After 

translating the original Swedish version into English, it was called the Situational 

Outlook Questionnaire (SOQ) (Isaksen, et al., 1999). It is based on the same climate 

model and consists of nine items: freedom, challenge and involvement, idea support, 

playfulness, debate, conflict, trust, risk-taking and idea time. In total, there are 50 
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questions covering the nine dimensions of the SOQ.  The respondents answer on a 4-

point Likert-like scale.  Each item is scored from zero to three: 0 = ‗Not at all applicable‘. 

1 = ‗Applicable to some extent‘, 2 = ‗Fairly applicable‘ and 3 = ‗Applicable to a high 

degree‘. It is important to note that the SOQ is an organisational measure, not an 

individual one, and that the respondents are addressed as observers of life in the 

organisation, where they are asked how people in the work environment usually behave.  

 

3.5.2.2 Motivation for the use of the SOQ 

Innovation measurement tools used in quantitative studies differed according to the 

different angles. They included climate, performance, implementation behaviour and the 

units of analysis (individual, group or organisation). All tools measuring creativity and 

innovation in the studies reviewed were established and held high validity. However, to 

date, no study has specifically looked at the organisational climate for innovation. In this 

study, to assess the climate for innovation at the organisational level, the SOQ, which is 

the English version of the original Creative Climate Questionnaire (CCQ) developed by 

Ekvall (1983) was employed. According to Mathisen and Einarsen (2004), only five 

instruments for assessing the climate for innovation provide accessible reliability and 

validity as is deemed most suitable and the CCQ/SOQ is one of them. The CCQ (Swedish 

version) and SOQ have been shown to have adequate levels of internal reliability 

(Cronbach‘s alphas ranging from 0.69 to 0.92) and stability over time (Isaksen & Ekvall, 

2007).  
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3.5.3 Quantitative Instrument: Innovative Work Behaviour 

3.5.3.1 Background and Composition 

The concept of Innovative Work Behaviour (IWB) was measured in this study by using 

the measurement scale developed by Janssen (2000). The scale was drawn on Kanter‘s 

(1988) work on the stages of innovation: three items referred to idea generation, three 

items to idea promotion, and three items to idea realisation. She posits that individual 

innovation begins with problem recognition and the generation of ideas or solutions. This 

is the first step for the exploitation of opportunities. In the next stage, an innovative 

individual seeks backing for an idea to promote it and, through coalition building, tries to 

gain support for it. This is where an individual makes efforts to realise creative ideas and 

works on bringing them to life (Kleysen & Street, 2001). In the final stage, the innovative 

individual contributes to realisation or implementation — ideas are finally put into 

practice. The respondents indicated how often they performed innovative activities at 

each of the three stages. In this nine-item scale, three items refer to idea generation, three 

items refer to idea promotion, and three items refer to idea realisation. The items were 

scored using a seven-point rating scale. The response ranged from 1 (never) to 7 

(always). The three sub-scales and the nine items are:  

 

1) Idea Generation  

 Creating new ideas for difficult issues  

 Searching out new working methods techniques or instruments 

 Generating original solutions for problems  
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2) Idea Promotion  

 Mobilising support for innovative ideas 

 Acquiring approval for innovative ideas 

 Making important organisational members enthusiastic for innovative ideas 

 

3) Idea Realisation  

 Transforming innovative ideas into useful applications 

 Introducing innovative ideas into the work environment in a systematic way 

 Evaluating the utility of innovative ideas 

 

3.5.3.2 Motivation for the use of the IWB Instrument 

Janssen‘s instrument scale encompasses the three stages of innovation: idea generation, 

idea promotion and idea realisation. As such, it aptly covers the whole spectrum of the 

innovation process. In prior research, Janssen (2000) found a significant correlation 

between employee ratings and leader ratings on the employee innovative behaviour scale 

(r=0.35, p<0.001). These findings provide some evidence for the validity of the 

innovative behaviour scale developed by him.  

 

3.5.4 Quantitative Instrument: Organisational Performance 

3.5.4.1 Background and Composition 

Numerous studies have applied different ways to measure organisational performance 

(Prajogo, Laosirihongthong, Sohal & Boon-itt, 2007; Moneva, Rivera-Lirio & Munoz-

Torres, 2007). Venkatraman and Ramanujam (1986) argue that organisational 
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performance is an indicator which can measure how well an enterprise achieves their own 

objectives. After reviewing 10 different types of measurement, they generalised the 

results into three dimensions: financial performance, business performance and 

organisation effectiveness. In this current study, the concept of Organisational 

Performance perception was measured using an 11-item measure of perceived operational 

and market performance adopted from work by Delaney and Huselid (1996). The 

dimension of Operational Performance composed seven items covering product as well 

as people (relationship) performance; market performance composed four items covering 

economic indicators. The measures were rated by respondents (managers) assessing their 

organisation‘s performance in relation to their key competitors. Items were assessed on a 

Likert-type scale ranging from 1 (‗much worse than the competitors‘) to 4 (‗much better 

than the competitors‘).   

 

3.5.4.2 Motivation for the use of the OP Instrument 

According to Jing and Avery (2008), the measurement of organisational performance has 

been a persistent source of debate and critique among scholars and practitioners. In this 

study, ‗subjective‘ measures of employees‘ perceptions of organisational performance 

were examined, in contrast to more ‗objective‘ or tangible measures of performance in 

organisations. The rationale for this was that the study conceptualised organisational 

success as perception based rather than financial or ratio data based, because the financial 

indicators, or specific measurement ratios, may not be consistent sources of information 

due to the inaccessibility of companies‘ financial records or other performance indicators 

(Boga & Ensari, 2009). There are good reasons why subjective measures of company 
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performance were deemed effective — the major one being that they are cost effective 

because such performance data can be collected through questionnaire or interview 

surveys that simultaneously draw out information on organisational practices. A meta- 

analysis by Lowe and Galen (1996) found that employee perceptions predict 

effectiveness better than objective indicators, such as performance appraisals or other 

organisational measures of a similar nature, thus lending support to the justification of 

using perception measures. Moreover, research has found that measures of perceived 

organisational performance to correlate positively with objective measures of company 

performance (Dollinger & Golden, 1992; Powell, 1992). In this study, managers were 

deemed best placed to respond to questions relating to competition as they are the most 

likely to have better access to strategic information and better information concerning 

competitor activities. 

 

3.6 Data Analysis and Interpretation 

The data analytic plan of this study employed a multi-step approach recommended by 

Anderson and Gerbing (1988), to test the fit between the theoretical model and the 

empirical findings as well as the interrelated nature of the constructs. The measurement 

scale for the study was evaluated by analysing its convergent and discriminant validity, 

using factor analysis. Nunnally (1978) asserts that factor analysis has a role in testing 

these aspects of validity. The data analytic plan of this study primarily consisted of two 

types of factor analyses: Exploratory Factor Analysis (EFA) followed by the 

Confirmatory Factor Analysis (CFA) were used to determine whether the scales had a 

valid factor structure and whether the hypothesised relationship was supported. The 
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measurement model was tested on the complete dataset using EFA employing SPSS 20.0. 

Following this, CFA were employed using LISREL 9.1. EFA was applied to examine the 

factorial structure according to the data collected from respondents within Malaysian 

GLCs and CFA was performed to confirm the structure of the latent constructs and 

relationships in this setting. 

 

3.6.1 Data Preparation 

This involved checking or logging in the data, checking the data for accuracy, entering 

the data into the computer, transforming the data. 

 

3.6.1.1 Data Coding and Entry 

Data coding is the process of converting answers to numbers and classifying numbers 

(De Vaus, 2002). A coding scheme for the survey questions was specified. A coding 

sheet was prepared using Microsoft Excel, where variable descriptions, code names and 

fields were identified (Zikmund, 2003). The codes of the items captured the individual 

responses, for example, ‗0‘ for ‗not at all‘ to ‗4‘ for ‗frequently, if not always‘. The 

responses, in the form of numbers or numeric scales, were entered as they were. The data 

was first entered into an Excel sheet and then exported to SPSS 20.0.  No reverse coding 

was needed. 

 

3.6.1.2 Data Cleaning 

Data quality is crucial for effective data analysis and processing (Karr, Sanil & Banks, 

2006). Data cleaning is the process where data is cleaned by filling the missing or 
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incomplete values, detecting and removing data containing errors or outliers, thus 

resolving the inconsistencies containing discrepancies (Rahm & Do, 2000). Missing 

values as well as outliers were thoroughly checked. By employing SPSS 20.0 to analyse 

the means and standard deviations, no missing values or outliers were found in this study. 

 

3.6.2 Statistical Analysis 

3.6.2.1 Descriptive Statistics 

Descriptive statistics are important in data cleaning. In addition to this, descriptive 

analysis is an effective way to produce a situation analysis which in this study included 

age, gender, years in service, position and education level. The descriptive statistics were 

used to describe the basic features of the data in the study. They provided simple 

summaries about the sample and the measures.  

 

3.6.2.2 Exploratory Factor Analysis  

To ascertain whether all the scales used in this study had construct validity, EFA was 

performed on the constructs. Besides determining the validity of measurements, the 

objective of doing factor analysis was to identify representative variables and obtain the 

most parsimonious set of variables to be included in the analysis. Each variable in the 

model was conceptualised as a latent one, measured by multiple indicators. The Bartlett‘s 

Test should be significant (p < 0.05) for the factor analysis to be considered appropriate 

and the measure of sampling adequacy produces the KMO (Kaiser-Meyer-Olkin) index 

that ranges from 0 to 1, and indicates that KMO more than 0.60 are considered 

appropriate for factor analysis (Pallant, 2001). Factor analysis under the extraction 
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method of Principal Axis Factoring with the rotation method of Promax with Kaiser 

Normalization was used to analyse the scales of the constructs. Factor loading indicates 

the strength of the relationship between the item and the latent construct. Nunnally (1978) 

posits that items with loadings higher than 0.50 on one factor are retained for further 

analysis.  

 

In addition, to determine whether each factor, as well as the overall scale, had adequate 

levels of internal reliability, Cronbach‘s alpha was measured using SPSS 20.0. Although 

a minimum value of 0.7 was recommended by Nunnally (1978), Malhorta (2007) did 

accept 0.6 as the minimum threshold. 

 

3.6.2.3 Regression Analysis 

Regression analysis was used to try to understand the influence of organisational factors 

and demographic variables on the latent constructs. To examine the relationship, 

regression analysis using SPSS 20.0 was performed between the two mentioned latent 

variable summated scores (dependent variables score), and the predictor variables 

(organisational factors and demographic variables). The organisational variable was 

represented by type of business. The demographic variables consisted of age, gender, 

position, years in service and educational level. The aim was to analyse if there were 

adequate evidence to show that organisational and demographic factors were significant 

predictors in estimating the individual factors in an organisation.  
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3.6.2.4 Structural Equation Modelling  

To date, Sarros et al. (2008) are the only researchers in the research domain studying 

transformational leadership and innovative climate who have employed Structural 

Equation Modelling (SEM). According to Shook et al. (2004), SEM is a powerful 

statistical technique that establishes measurement models and structural models to 

address complicated behavioural relationships common in many business researches. 

SEM is a largely confirmatory, rather than exploratory, technique which justifies its use 

in this explanatory study. A major limitation of SEM is that, in general, it requires a large 

sample compared to other multivariate approaches.  On the practical side, larger samples 

inevitably mean samples are more time consuming and more expensive to obtain. 

Nevertheless, this technique is suitable as it provides information on the significance of 

individual paths. With estimates for each path, an interpretation can be made of each 

relationship represented in the model.  

 

Generally, SEM requires a theoretical model as a starting point in the process. Analysis is 

then performed to determine whether such a theoretical model is valid by specifying, 

estimating and evaluating linear relationships amongst a set of observed and unobserved 

variables. The SEM process centres around a two-step approach: 1) specifying and 

assessing the ‗measurement model‘ and 2) testing the ‗structural model‘ to examine the 

relationships between constructs. Both steps require an assessment of model fit or an 

indication of how well the hypothesised model represents the data. Since absolute fit 

indices can be adversely affected by sample size, Hair et al. (2006) proposed that the 

following mix should ideally be included to provide more robust evaluation of model fit: 
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The Chi Square value and the associated degree of freedom, df 

One absolute fit index (GFI, or RMSEA) 

One incremental fit index (CFI or TLI) 

One goodness-of-fit index (GFI, CFI) 

One badness-of-fit index (RMSEA, SRMR) 

 

In this study, the goodness of fit was determined on the basis of the following common 

model fit indices: chi-square to degrees of freedom ratio (χ
2
/df); Goodness-of-Fit index 

(GFI); Comparative Fit index (CFI); Normed Fit index (NFI); Root Mean Square Error of 

Approximation (RMSEA) and Standardised Root Mean Square Residual (SRMR). Hair 

et al. (2006) suggested that to be considered as having an adequate fit, all the indices 

must be measured against the following criteria: χ
2
/df < 3.00; GFI, CFI, and NFI > 0.90; 

SRMR < 0.08 and RMSEA < 0.08.  

 

3.6.2.4.1 Measurement Model Assessment 

The process started by specifying a model on the basis of theory. Each variable in the 

model was conceptualised as a latent one, measured by multiple indicators. Several 

indicators were developed for each model. The validation of the measurement model was 

accomplished primarily through Confirmatory Factor Analysis (CFA) which depicted the 

pattern of observed variables for those latent constructs in the hypothesised model. The 

measurement model‘s validity depends on the goodness-of-fit. Based on the guidelines 

stated by Hair et al. (2006), the ratio of Chi-square to the degrees of freedom (χ
2
/df) is an 

important measure used in SEM to assess the goodness-of-fit. A ratio of less than 3.0 
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indicates a good fit. A GFI greater than 0.90 is typically considered good. The CFI and 

NFI that have a value less than 0.90 usually indicates that a model does not fit well. By 

convention, there is good model fit if RMSEA is less than, or equal to, 0.08. Once the 

measurement model had been validated, only then was the structural model examined. 

 

3.6.2.4.2 Structural Model Assessment 

The second step, the testing of the structural model to examine the relationships between 

constructs, was accomplished primarily through path analysis with latent variables. SEM 

goes beyond the information provided by path analysis by allowing a more precise 

estimation of the indirect effects of independent variables on all dependent variables.  

Results from LISREL 9.1 displayed the final structural model with standardised path 

coefficients. The robustness of the structural model also depended on the five goodness-

of-fit indices (criteria mentioned above). The fit indices (χ
2
/df, GFI, CFI, NFI, SRMR and 

RMSEA) computed indicated whether the level of structural model fit was adequate or 

acceptable. When there was evidence of an adequate fit of the data to the hypothesised 

measured model, the theoretical causal model was then tested by structural equation 

modelling. In this part of the analysis, SEM yielded information about the hypothesised 

causal parameters, that is, the path coefficients. The structural equation model specified 

the relationship between measured variables (exogenous) and the endogenous or latent 

constructs (gamma) as well as the causal relationships among the latent variables (beta) 

and described the underlying effects and the amount of unexplained variance. The beta 

coefficients indicated the expected amount of change in the latent endogenous variable 

caused by a change in the latent causal variable. SEM programs provide information on 
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the significance of individual paths. With estimates for each path, an interpretation was 

made of each relationship represented in the model. Applying statistical inference tests, 

the probability of the estimates being significant was assessed. Based on all of these 

factors the three hypotheses were accepted or rejected. 

 

3.7 Ethical Considerations 

Ethics can be described as a concern for moral values, principles and actions, such as 

honesty, integrity, transparency and trust. Ethical considerations of research deserve a 

high degree of attention. This research was preceded by verbal and written informed 

consent. Guarantee of confidentiality was explicit in this study and participation was 

strictly voluntary. As this study was conducted under the auspices of Charles Sturt 

University, all ethical considerations mandated by the institution were closely adhered to.  

 

3.8 Conclusion 

This chapter included the justification of the methodology employed to test the 

hypotheses developed in the study. It described the research design and illustrated how 

the positivist paradigm fitted the research and why the quantitative method was best 

suited. The next part of the chapter outlined the population of the study, sampling 

framework and data collection method. The final part provided a full description of the 

data analysis and interpretation and detailed the statistical analysis used for factor 

analysis, linear regression as well as the measurement and structural model assessment, 

which primarily entailed exploratory factor analysis and SEM analysis. The chapter 
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closed with ethical considerations for the study and a conclusion. Chapter Four will cover 

the analysis, results and discussion of the findings. 
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Chapter Four 

Analysis, Results and Discussion 

 

4.1 Chapter Overview 

Chapter Three discussed the methodology adopted for collecting the data for analysis, the 

analytical procedure used in analysing the data and the SEM process used in assessing the 

measurement and structural model. This chapter primarily involves the examination and 

analysis of the data. First, the demographic profile of the respondents is presented. 

Second, each of the four constructs is evaluated separately using EFA to determine the 

structure of factors followed by the tabulation of Cronbach‘s alpha coefficients to 

determine the reliability of the measurement instruments. A CFA is then carried out to 

confirm each scale structure in relation to a Malaysian setting. Regression analysis is 

performed to examine the influence of organisational factors and demographic variables 

on the dimensions of each construct. Finally, the relationship between the constructs is 

analysed and the hypotheses are tested using SEM. In each case, a discussion of the 

results is carried out in detail. 

 

4.2 Demographic Profile of Respondents  

The gender of respondents was relatively even, with 56.4% being female (n = 114) and 

43.6% being male (n = 88). Most respondents were between the ages of 30 and 40 years 

(48.5%), followed by the 20 to 30 years age group (28.2%), respondents between the ages 

of 40 and 50 accounted for 16.8% and those above the age of 50, for 6.4%. The education 

level attained for the majority of respondents was a bachelor degree: 66.3% (n = 134), 
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followed by diploma holders: 17.8% (n = 36) and those with post-graduate qualifications: 

15.8% (n = 32). Finally, the respondents‘ position in their organisations showed that all 

were manager grade staff. In terms of years in service with their organisations 34.6% (n = 

70) had served for 10 to 20 years, 31.7% (n = 64) for 5 years or less, 28.7% (n = 58) for 5 

to 10 years and 5% (n = 10) had given 20 years of service. The sample included six 

business sectors: 38.1% in the financial services/banking sector (n = 77), 19.3% in the 

manufacturing/industrial/engineering sector (n = 39), 18.3% in the energy/utilities sector 

(n = 37), 11.9% in the construction sector (n = 24), 9.4% in the agricultural sector (n = 

19) and 3% in the service sector (n = 6). Appendix D tabulates the details. 

 

4.3 Transformational Leadership 

In order to evaluate the dimensions of transformational leadership in the Malaysian work 

environment, EFA was used to determine the underlying factor structures of 

transformational leadership. In the course of analysis, the following hypothesis is posited 

and tested: 

Ha: A nomological network and causal relationships of dimensions namely Idealised 

Influence, Inspirational Motivation, Intellectual Stimulation and Individualised 

Consideration are optimal predictors of Transformational Leadership. 

 

4.3.1 Exploratory Factor Analysis 

EFA is an ideal technique for data exploration and to determine the structure of factors to 

be analysed (Costello & Osborne, 2005). It was used to establish dimensionality and 
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convergent validity of the relationship between items and the construct. Factor analysis 

was performed on the original 20 items in the transformational leadership scale.  

 

To ascertain the underlying dimensions, factors based on the latent root orientation 

(eigenvalue), total variance explained and correlation matrix were determined using 

SPSS 20. Principal Axis Factoring (PAF) was employed as preliminary testing showed 

numerous correlations above 0.3 (Table 4.1), indicating that Principal Component 

Analysis (PCA) would be less appropriate. Extraction was based on Kaiser‘s criteria 

(eigenvalue > 1 rule) (Kaiser, 1960) which is the most utilised in practice according to 

Fabrigar, Wegener, MacCallam and Strahan (1999).  

 

In this factor analysis, the Promax oblique rotation method was employed. In deciding 

the number of factors to extract, after rotation, the proportion of variance (at least 60% 

cumulative variance according to Hair et al., 2006 for studies in the social sciences) was 

determined along with the results of the scree plot. The output of the analysis showed 

KMO to be 0.855 with 0.000 significance which is acceptable as it is above the 0.6 

threshold. The Bartlett test of sphericity χ
2 

= 1375.42 showed significant correlation 

amongst a number of variables at p < 0.000. The subsequent results in the pattern matrix 

showed three clear factors and the total cumulative variance was 63.3%. All factor 

loadings were above the acceptable threshold of 0.4 excepting IIA1, IIA4, IIB1, IC1 and 

IC2 which led to the decision to drop them. The range was from 0.451 to 0.924. Due to 

cross-loading, IS2 was deleted. Thus, the judgement was then made to retain three factors 

(i.e. the factors are theoretically interpretable) with 14 items. Table 4.2 shows the loading 
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and the three factors. The labels of factors ‗inspirational motivation‘ and ‗idealised 

influence‘, which had all the items associated with them, were consistent with the labels 

given by Bass (1985). However, the items that loaded on the factors identified by Bass 

(1985) as ‗individualised consideration‘ and ‗intellectual stimulation‘ were found to 

converge on one common factor in this analysis. The factor was given the new label of 

‗individualised invigoration‘ to reflect the original factors that focused on personalised 

attention, as well as stimulation of intellectual pursuits. There was also no factor 

correlation above 0.7, hence, discriminant validity was deemed good.  
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Table 4.1: Factor Correlation of Transformational Leadership Dimensions 
 

Factor Individualised 

Invigoration 

Inspirational 

Motivation 

Idealised 

Influence 

 

Individualised Invigoration 

 

1.000 0.507* 0.600* 

 

Inspirational Motivation 

 

0.507* 1.000 0.406* 

 

Idealised Influence 

 

0.600* 0.406* 1.000 

 

Note. *significant at the level p < 0.01 
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Table 4.2: Factor Structure and Reliability Analysis of Transformational Leadership Variables 

 
Factor 

Constructs 

Scale Items Factor 

Loadings 

Cumulative 

Variance 

Extracted 

% 

Cronbach 

Alpha, α 

Factor 1 

Idealised 

Influence 

(IINF) 

 

IIA2. Goes beyond self-interest for the good of the 

group 

IIA3. Acts in ways that builds my respect 

IIB2. Specifies the importance of having a strong 

sense of purpose 

IIB3. Considers the moral and ethical consequences of 

decisions 

 

0.770 

 

0.641 

0.460 

 

0.849 

63.27 0.81 

Factor 2 

Inspirational 

Motivation 

(IMOTV) 

 

IM1. Talks optimistically about the future 

IM2. Talks enthusiastically about what needs to be  

accomplished  

IM3. Articulates a compelling vision of the future 

IM4. Expresses confidence that goals will be achieved 

 

0.904 

0.451 

 

0.656 

0.657 

54.19 0.79 

Factor 3 

Individualised 

Invigoration 

(IINV) 

 

IS1. Re-examines critical assumptions to question 

whether they are appropriate 

IS3. Gets me to look at problems from many different 

angles 

IS4. Suggests new ways of looking at how to complete 

assignments 

IIB4. Emphasises the importance of having a 

collective sense of mission 

IC3. Treats me as an individual rather than just as a 

member of a group 

IC4. Considers me as having different needs, abilities 

and aspirations from others 

 

0.482 

 

0.924 

 

0.591 

 

0.508 

 

0.516 

 

0.780 

42.09 0.84 

   Overall 0.89 

 

Note. Extraction Method: Principal Axis Factoring. Rotation Method: Promax with Kaiser Normalization. KMO = 

0.855 (0.000 significance). Bartlett test of sphericity χ
2 
= 1375.42 

IC = individualised consideration; IIA = idealised influence – attribute; IIB = idealised influence – behaviour; IM = 

inspirational motivation; IS = intellectual stimulation 
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For reliability analysis, Cronbach‘s alpha coefficients were used to determine the 

reliability of the instrument. A minimum value of 0.7 was recommended by Nunnally 

(1978). Cronbach‘s alpha for each factor and the items retained is shown in Table 4.2.  

The results show good internal consistency with the overall scale α = 0.89. For the first 

factor, idealised influence α = 0.81, for the second factor inspirational motivation α = 

0.79 and for the third factor, individualised invigoration α = 0.84  

 

4.3.2 Confirmatory Factor Analysis 

After establishing a valid factor structure for the transformational leadership variables 

through the EFA, Confirmatory Factor Analysis (CFA) was employed to analyse the 

relationship between latent (unmeasured or theoretical construct) and observed (measured 

indicators) variables and to examine the convergent and discriminant validity. Data were 

processed and analysed using LISREL 9.1. CFA was performed to confirm the scale 

structure in a Malaysian setting and to evaluate the distinctiveness of the three measures 

according to the data collected from the employees within Malaysian GLCs. In total, 14 

items were used to express the respondents‘ views. Four items measured idealised 

influence (IINF), four items measured inspirational motivation (IMOTV) and six items 

measured individualised invigoration (IINV). 

 

Fit indices determine how well the model fits the sample data and which model 

represents the superior fit (Hooper, Coughian & Mullen, 2008). The first model (M1) 

consists of all 14 items measuring the three dimensions, which yielded less than ideal 

RMR (Root Mean Square Residual), GFI, CFI and high RMSEA (RMR = 0.073, GFI = 
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0.82, CFI = 0.91, RMSEA = 0.132) requiring improvement to the measurement model for 

it to be accepted (Table 4.3). 

 

To obtain a better model fit, respecification was conducted. The standardised residual 

covariance was analysed to see whether there were discrepancies between the proposed 

model and the estimated model and to identify which caused problems (> |0.4| will cause 

an unacceptable degree of error).  Following this, items IM1, IIB2, IC3, IM2, IIB3, were 

dropped from M1. The next step was to look at the modification indices where 

respecification was done by adding the covariance between the error terms for measured 

variables IS4–IS1, IIC4–IIB4 and IS3–IS1. The revised model (M2) consisted of nine 

items and indicated a good fit (RMR = 0.034, GFI = 0.96, CFI = 0.98, and RMSEA = 

0.071). χ
2 

to df ratio of 2.0 is deemed good. 
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Table 4.3: Confirmatory Factor Analysis: Goodness-of-fit Indices for 

Transformational Leadership 

 

Goodness of fit M1 M2 

Chi-square χ
2
 332.5,  P < 0.00 42.4,  P < 0.00 

Degrees of Freedom 74 21 

RMR 0.073 0.034 

SRMR 0.090 0.039 

GFI 0.82 0.96 

CFI 0.91 0.98 

NFI 0.88 0.97 

RMSEA 0.132 0.071 

Note. CFI = comparative fit index; GFI = goodness-of-fit index; M1 = Model 1; M2 = Model 2; 

NFI = normed fit index; RMR = root mean square residual; RMSEA = root mean squared error 

of approximation; SRMR = standardised root mean square residual 
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Figure 4.1 displays the path diagram and Table 4.4 shows the structural parameter 

estimates and the iteration process to achieve the final fit model. All loadings were strong 

and positive, ranging from 0.52 to 0.85. Loadings exceeding 0.5 are acceptable 

(Nunnally, 1978). Therefore, the final model (M2) which consists of the three factors 

idealised influence, inspirational motivation and individualised invigoration showed that 

hypothesis Ha was partially supported.  
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Table 4.4: Structural Parameter Estimates for the Transformational Leadership Structural 

Model 

 

Structural Path M1 M2 

  Std. Loadings T values Std. Loadings T values 

    

 

  

 Idealised Influence         IIA2 0.75  7.60* 0.75  5.70* 

Idealised Influence         IIA3 0.73  7.83* 0.74  5.91* 

Idealised Influence         IIB2 0.71  8.11* - - 

Idealised Influence         IIB3 0.69  8.31* - - 

Individualised Motivation         IM1 0.76  7.05* - - 

Individualised Motivation         IM2 0.58 8.99 - - 

Individualised Motivation         IM3 0.70  8.03* 0.70 6.18* 

Individualised Motivation         IM4 0.78  6.81* 0.78 4.32* 

Individualised Invigoration        IS1 0.55 9.49 0.52 9.48* 

Individualised Invigoration        IS3 0.77  8.04* 0.74 8.31* 

Individualised Invigoration        IS4 0.71  8.70* 0.71 8.66* 

Individualised Invigoration        IC3 0.58 9.40 - - 

Individualised Invigoration        IC4 0.81  7.49* 0.85 5.10* 

Individualised Invigoration        IIB4 0.72  8.55* 0.78 6.47* 

*significant at the level p < 0.05 

Note. IC = individualised consideration; IIA = idealised influence – attribute; IIB = idealised influence – 

behaviour; IM = inspirational motivation; IS = intellectual stimulation; M1 = Model 1; M2 = Model 2 
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Figure 4.1: Structural Model (M2) of the Transformational Leadership Factors 

 

Chi-square = 42.42, df = 21, P-Value = 0.00373, RMSEA = 0.071 

Note. IC = individualised consideration; IIA = idealised influence – attribute; IIB = idealised influence 

– behaviour; IINF = idealised influence; IINV = individualised invigoration; IM = inspirational 

motivation; IMOTV = individualised motivation; IS = intellectual stimulation; RMSEA = root mean 

squared error of approximation 
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4.3.3 Regression Analysis 

Regression analysis was used to try to understand the influence of organisational factors 

and demographic variables on four dimensions of transformational leadership. To 

examine the relationship, regression analysis using SPSS 20.0 was performed between 

the two mentioned latent variable summated scores (dependent variables score) and the 

predictor variables (organisational factors and demographic variables). The 

organisational variable was represented by the type of business, while the demographic 

variables consisted of age, gender, position, years in service and education level. Table 

4.5 shows the complete regression results. What can be analysed is that there exists 

adequate evidence to show that certain organisational and demographic factors are 

significant predictors in estimating the transformational leadership dimensions.  

 

Based on the magnitude of the standardised coefficients (β), position (β = –0.239, t = –

0.347) and age (β = 0.225, t = 1.793) were the best positive predictors or had the biggest 

influence on individualised invigoration. This was followed by type of business (β = 

0.142, t = 1.838), years in service (β = 0.113, t = –1.316), gender (β = 0.028, t = 1.162) 

and education level (β = –0.013, t = 0.687) which were low or insignificant predictors. 

The adjusted R square for individualised invigoration was low at 0.089. 

 

Next, age (β = 0.465, t = 4.222) was the best positive predictor or had the biggest 

influence on the inspirational motivation. This was followed by years in service (β = –

0.178, t = –1.574) and position (β = –0.121, t = –1.430). Gender (β = –0.113, t = –1.667), 

education level (β = –0.074, t = –1.025) and type of business (β = 0.041, t = 0.599) were 
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found to be very low indicators. The adjusted R square for inspirational motivation was 

0.088. 

 

Finally, position (β = –0.338, t = –3.943) and age (β = 0.319, t = 2.863) were found to be 

the biggest influence on the idealised influence. This was followed by education level (β 

= 0.098, t = 1.338), type of business (β = 0.042, t = 0.609), gender (β = 0.027, t = –0.388) 

and years in service (β = 0.005, t = 0.041) which were all very low indicators. The 

adjusted R square for idealised influence was 0.097. 
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Table 4.5: Regression Analysis of Transformational Leadership Factors 

  

Individualised Invigoration Influential Motivation Idealised Influence 

Beta t Beta t Beta t 

(Constant)  
 6.941 

 
 8.833 

 
    7.114 

 
      

Position 

 

      –0.239 

 

   –0.347** 

 

     –0.121 

 

-1.430 

 

    –0.338 

 

  –3.943** 

 
      

Business Sector  0.142    1.838*  0.041  0.599 0.042     0.609 

 
      

Years in Service  0.113     –1.316      –0.178     –1.574 0.005     0.041 

 
      

Age  0.225    1.793*  0.465      4.222** 0.319   2.863* 

 
      

Gender  0.028  1.162      –0.113     –1.667     –0.027   –0.388 

        

Education Level 

 

      –0.013 

 

 0.687 

 

     –0.074 

 

    –1.025 

 

0.098 

 

    1.338 

              

Note. Adjusted R
2
 for Individualised Invigoration is 0.089, 0.088 for Influential Motivation and 0.097 for 

Idealised Influence.*p < 0.05, **p<0.01 
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4.3.4 Discussion on Transformational Leadership 

The purpose of this analysis was to test a model that explained the relationships between 

the factors of transformational leadership. SEM results provided evidence of the 

nomological network of latent variables of transformational leadership. The findings 

demonstrated how the individual dimensions may impact the transformational leadership 

construct in Malaysian GLCs and see if the underlying factors are similar to previous 

works carried out in western settings.  

 

An exploratory factor analysis was employed to inspect the transformational leadership 

factorial structure according to the data collected from managers in GLCs. The 20 items 

measuring transformational leadership were extracted from the MLQ 5x questionnaire 

developed by Bass and Avolio (1994). Their work identified questions for each 

dimension of transformational leadership, namely idealised influence, inspirational 

motivation, intellectual stimulation and individualised consideration. This is the basis of 

Ha which states that these four factors are interrelated, multi-dimensional and optimal 

predictors of transformational leadership. However, the result of the EFA produced only 

three factors, compared to the hypothesised model. This was due primarily to the fact that 

only the factors idealised influence and inspirational motivation were retained from the 

hypothesis, while the items identified to individualised consideration and intellectual 

stimulation loaded to one common factor, or composite factor, which was labelled 

‗individualised invigoration‘.  
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Following this, a confirmatory factor analysis was applied to validate the 

transformational leadership structure derived from the EFA in the targeted sample. The 

first model (M1) produced a poor, fit representing 14 items. A model respecification was 

carried out where five items which had issues with standardised high residual covariances 

were dropped from M1. The final model (M2) produced a good fit model revealing strong 

and positive correlations between the remaining factors. All loadings were strong, 

ranging from 0.69 to 0.95. Figure 4.1 displays the path diagram for the final model. These 

results show that the factors idealised influence, inspirational motivation and the new 

composite factor called individualised invigoration, positively contribute to 

organisational climate for innovation. The final model demonstrates that transformational 

leadership is a multi-dimensional construct. In relative terms, the parameters related to 

individualised invigoration show relatively higher and significant loadings. The overall 

results show that Ha is partially supported, as only three of the hypothesised four 

dimensions positively contributed to transformational leadership. 

 

The composite factor of individualised invigoration displays items that have more 

prominent loadings and is primarily made up of the factors labelled by Bass and Avolio 

(1994) as individual consideration and intellectual stimulation. When viewed in detail, it 

appears that items related to intellectual stimulation (IS1, IS3 and IS4 — all with 

loadings above 0.8), relative to individual consideration, proved to be more significant 

contributors to transformational leadership. This infers that managers in Malaysian GLCs 

see individualised invigoration, especially the component of intellectual stimulation, as 

an important contributor to how they perceive the level of transformational leadership 
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exhibited by their superiors. The label ‗invigoration‘ is apt, as it characterises the 

individual attention given by transformational leaders to individuals with the intent to 

stimulate their employees‘ ability or desire to challenge the norm. As highlighted by 

Charbonnier-Voirin, et al. (2010), intellectual stimulation enables leaders to encourage 

subordinates to question beliefs and assumptions, reframe problems, take risks and look 

for new ways of doing things. Through individualised consideration, leaders treat 

followers on a one-on-one basis, focus on their individual strengths and help them cope 

with stressful situations (Bass, 1985; Walumbwa, Avolio & Zhu, 2008; Zhu, Avolio & 

Walumbwa, 2009). The results differ from the work by Chan and Chan (2005) who, in 

their work on building professionals, concluded that the most prominent behaviour under 

transformational leadership was inspirational motivation.  

 

As a further analysis, the relationship between the organisational and demographic 

variables and transformational leadership dimensions were also viewed. Age was found 

to be the biggest influence on all three dimensions, with influential motivation seeing 

greater and more significant impact relative to the other dimensions. However, earlier 

work by Eagly, Johannesen-Schmidt and Van Engen (2003) reported that age was 

unrelated to dimensional scores. One interesting result from these results is that position 

was seen to be a significant negative predictor of the idealised influence and 

individualised invigoration factors. It appears that managers do not relate to behaviours 

of their leaders associated with idealised influence, influential motivation and 

individualised invigoration. This is in line with Bass‘s (1985) suggestion that individuals 

who are rational, highly educated, independent and high in status may be resistant to 
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influencing attempts of transformational leaders. Nevertheless, transformational leaders 

in these GLCs may be more willing to display more motivational, charismatic behaviour 

and personalised attention to their subordinates‘ efforts when they deal with those lower 

in the hierarchy, who they feel may need more attention and who are more open. Gender, 

on the other hand, showed little impact on transformational leadership factors although, 

in past studies, female leaders were found to have scores higher in transformational and 

lower in transactional leadership than their male counterparts (Eagly et al., 2003; Bass, 

Avolio & Atwater, 1996). In the Malaysian context, studies that specifically looked at the 

influence of demographic variable on transformational leadership per se found there to be 

almost none. Only one study was found in the review. Mohammed, Othman and D‘Silva 

(2012), who aimed to investigate if there were significant difference between social 

demographic factors and transformational leadership style among top management in 

selected organisations in Malaysia, revealed that there was no significant difference. The 

independent variables in this analysis comprised of gender, race, marital status and 

education level.  

 

4.4 Organisational Climate for Innovation 

To evaluate the dimensions of climate for innovation in the Malaysian work environment, 

EFA was used to determine the underlying factor structures of OCFI. In the course of 

analysis, the following hypothesis is posited and tested: 

Hb: A nomological network and causal relationships of dimensions namely Freedom, 

Challenge, Idea Support, Playfulness, Debate, Conflict, Trust, Risk-taking and Idea Time 

are optimal predictors of Organisational Climate for Innovation. 
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4.4.1 Exploratory Factor Analysis 

EFA was used to establish dimensionality and convergent validity of the relationship 

between items and the construct. Factor analysis was performed on the original 50 items 

in the organisational climate for innovation scale.  

 

In order to ascertain the underlying dimensions, factors based on the latent root 

orientation (eigenvalue), total variance explained and correlation matrix were determined. 

PAF was employed as preliminary testing showed numerous correlations above 0.3 as 

shown in Table 4.6, indicating that PCA would be less appropriate. Extraction was based 

on Kaiser‘s criteria (eigenvalue > 1 rule).  

 

In deciding the number of factors to extract, after rotation, the proportion of variance (at 

least 60% cumulative variance, according to Hair et al., 2006, for studies in the social 

sciences) was determined along with the results of the scree plot. The output of the 

analysis showed KMO to be 0.804 with 0.000 significance, which was acceptable as it is 

above the 0.6 threshold. The Bartlett test of sphericity χ
2 

= 8137.70 showed significant 

correlation amongst a number of variables at p < 0.000. The subsequent results in the 

pattern matrix showed nine clear factors and the total cumulative variance was 74.7%. 

All factor loadings were above the acceptable threshold of 0.4, except for two items from 

the challenge factor, one item from the idea support factor, two items from the freedom 

factor and one item from the trust factor, which led to the decision to drop them. In all, 44 

items from the original 50-items scale were retained. The factor loading ranged from 

0.403 to 0.987. There was no cross-loading. All labels and items were consistent with that 
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of the original dimensions proposed by Isaksen et al. (1999). Table 4.7 shows the loading 

and the results of the factor structure for the nine sub-scales of organisational climate for 

innovation. There was also no factor correlation above 0.7, hence, discriminant validity 

was deemed good. 
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Table 4.6: Factor Correlation of Climate for Innovation Dimensions 

 

Factor Debate Idea 

Time 

Playful-

ness 

Conflict Challenge Risk- 

taking 

Idea 

Support 

Freedom Trust 

 

Debate 

 

1.000 

 

 .186* 

 

 .236* 

 

   –.107* 

 

  .371* 

 

   .195* 

 

.538* 

 

.157* 

 

 .199* 

Idea Time  .186*   1.000  .366*    .028*   .378*    .383* .274* .490*  .343* 

Playfulness  .236* .366* 1.000    –.055*   .340*    .350* .333* .437*  .184* 

Conflict   –.107* .028*   –.055* 1.000      –.139*    .002*    –.232* .149*   –.316* 

Challenge  .371* .378*  .340* –.139* 1.000    .392* .481* .381*  .442* 

Risk-taking  .195* .383*  .350*   .002*   .392*    1.000 .151* .334*  .152* 

Idea Support  .538* .274*  .333*   –.232*   .481*    .151*    1.000 .178*  .422* 

Freedom  .157* .490*  .437*  .149*   .381*    .334* .178*    1.000  .218* 

Trust  .199* .343*  .184*   –.316*   .442*    .152* .422* .218*   1.000 

          

Note. *significant at the level p < 0.01 
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Table 4.7: Factor Structure and Reliability Analysis of Climate for Innovation Variables 

 
Factor 

Constructs 

Scale Items Factor 

Loadings 

Cumulative 

Variance 

Extracted 

% 

 

α 

Factor 1 

Trust (TRS) 

T16. People here do not steal each others‘ ideas 

T17. There is no fear of being ―stabbed in the back‖  
 

0.862 

0.538 

74.70 0.76 

Factor 2 

Freedom 

(FREE) 

F9.   People make choices about their own work 

F10. People here usually control their own work 

F11. People here make decisions on their own 

F13. People tend to define their own work projects 

 

0.536 

0.870 

0.513 

0.403 

 

72.31 0.80 

Factor 3 

Idea Support 

(IDEAS) 

IS36. People here receive support when presenting new ideas 

IS37. People usually feel welcome when presenting new ideas  

IS38. People here are usually accepting of new ideas   

IS39. People generally share ideas because they are listened to  

 

0.612 

0.848 

0.678 

0.599 

69.57 0.90 

Factor 4 

Risk-taking 

(RT) 

RT47. People can move forward even in the face of uncertainty 

RT48. People can take bold actions even if outcome is unclear 

RT49. People here often venture into unknown territory  

RT50. Uncertainty and ambiguity are tolerated here  

 

0.725 

0.920 

0.894 

0.724 

66.24 0.86 

Factor 5 

Challenge 

(CHAL) 

C1. Most people here strive to do a good job  

C2. The work atmosphere is filled with energy  

C3. People here enjoy contributing   

C4. People here feel deeply committed to their jobs 

C5. The atmosphere here is compelling  

C8. People here take a sincere interest in their work 

 

0.719 

0.641 

0.602 

0.649 

0.732 

0.567 

61.11 0.86 

Factor 6 

Conflict 

(CONF) 

CO30. There is a great deal of personal tension here   

CO31. Quite a few people here who cannot tolerate each other 

CO32. It is common here to have people plot against each other 

CO33. There is tension here due to prestige differences 

CO34. There are power and territory struggles here   

CO35. The atmosphere here is filled with gossip and slander 

  

0.667 

0.898 

0.849 

0.846 

0.674 

0.618 

55.72 0.88 

Factor 7 

Playfulness 

(PLAY) 

P24. People here exhibit a sense of humour  

P25. People here have fun when they work   

P26. People here often engage in laughter  

P27. A playful atmosphere prevails here   

P28. Good natured joking and teasing occurs frequently here  

P29. The atmosphere here is easy-going and light-hearted  

 

0.791 

0.737 

0.948 

0.677 

0.818 

0.749 

 

48.80 0.91 

Factor 8 

Idea Time 

(IDEAT) 

IT18. Opportunity to stop work to test new ideas 

IT19. Flexible timelines allow people to consider alternative ideas 

IT20. Time is made available to explore new ideas here 

IT21. Enough time to think about their ideas  

IT22. Pace of work allows for testing of new ideas 

IT23. People have time to think through new ideas  

 

0.636 

0.668 

0.930 

0.931 

0.867 

0.926 

 

39.75 0.93 
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Factor 9 

Debate 

(DEB) 

D41. Different points of view are shared here during discussion 

D42. Differences of opinion are frequently expressed here  

D43. People here often exchange opposing viewpoints  

D44. A wide variety of viewpoints are expressed here   

D45. People here often discuss different points of view  

D46. A diversity of perspectives is allowed here  
 

0.834 

0.760 

0.819 

0.987 

0.715 

0.761 

27.82 0.94 

   Overall 0.92 

Note. Extraction Method: Principal Axis Factoring. Rotation Method: Promax with Kaiser Normalization. KMO = 

0.804 (0.000 significance). Bartlett test of sphericity χ
2 
= 8137.70 
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For reliability analysis, Cronbach‘s alpha coefficients were used to determine the 

reliability of the instrument. Cronbach‘s alpha for each factor and the items retained are 

shown in Table 4.7.  The results show good internal consistency with the overall scale α 

= 0.92, with α = 0.94 for debate, α = 0.93 for idea time, α = 0.91 for playfulness, α = 0.88 

for conflict, α = 0.86 for challenge, α = 0.86 for risk-taking, α = 0.90 for idea support, α = 

0.80 for freedom and α = 0.76 for trust. All values were above the acceptable threshold of 

0.7 (Nunnally, 1978). 

 

4.4.2 Confirmatory Factor Analysis 

After establishing a valid factor structure for the organisational climate for innovation 

variables through the EFA, CFA was employed to analyse the relationship between latent 

(unmeasured or theoretical construct) and observed (measured indicators) variables as 

well as to examine the convergent and discriminant validity. CFA was performed to 

confirm the scale structure in a Malaysian setting and to evaluate the distinctiveness of 

the measures according to the data collected from employees within Malaysian GLCs. In 

total, 44 items were used to express respondents‘ views. Four items measured freedom, 

six for challenge, four for idea support, six for playfulness, six for debate, six for conflict, 

two for trust, four for risk-taking and six items measured idea time.  

 

Fit indices determine how well the model fits the sample data and which model 

represents the superior fit (Hooper et al., 2008). The first model (M1) consisted of all nine 

original dimensions measuring the construct and yielded less than ideal RMR, GFI, CFI 

and high RMSEA (RMR = 0.0492, GFI = 0.62, CFI = 0.86, NFI = 0.82 and RMSEA = 
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0.117) requiring improvement to the measurement model for it to be accepted (Table 

4.8). 

 

To obtain a better model fit, respecification was conducted. The standardised residual 

covariance was analysed to see whether there were discrepancies between the proposed 

model and the estimated model and to identify which caused problems (> |0.4| will cause 

an unacceptable degree of error).  There were numerous indicators that showed high 

standardised residual covariances. Due to this, items C1, C2, C3 and C5 related to 

challenge; items F9, F10, F11 and F13 related to freedom; items IT18, IT23 and IT25 

related to idea time; P24, P25 and P29 related to playfulness; T16 and T17 related to 

trust; items CO30, CO33 and CO34 related to conflict; IS39 related to idea support; D42, 

D44 and D45 related to debate and RT47, RT48, RT49 and RT50 related to risk-taking 

were deleted. These indicators did not account for the respective latent variable. In 

addition to these items, T16 and T17 from the trust dimension also had issues related to 

low significance and low T values respectively. The next step was to look at the 

modification indices where respecification was done by adding the covariance between 

the error terms for measured variables IT21–IT19, IT20–IT19 and P26–P27. The deletion 

inevitably led to the diminishment of the latent variables of risk-taking, trust and freedom 

from the original nine latent variables. After deletion of the above indicators highlighted 

and adding covariance between the stated error terms, a revised model (M2) which 

consisted of six latent variables, indicated a perfect fit. The results showed the following 

goodness of fit: RMR = 0.0269, GFI = 0.89, CFI = 0.96, NFI = 0.93 and RMSEA = 

0.076. χ
2 

to df ratio of 2.2 is deemed good. 
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Figure 4.2 displays the path diagram and Table 4.9 shows the structural parameter 

estimates and the iteration process which achieved the final fit model. All loadings were 

strong, positive and significant, ranging from 0.69 to 0.95. Loadings exceeding 0.5 are 

acceptable (Nunnally, 1978). Even though all nine original factors were distinct in the 

EFA, the results of the model respecification in the CFA saw six OCFI factors retained. 

The overall results show that Hb is partially supported, as only six of the hypothesised 

nine dimensions positively contributed to the organisational climate for innovation. 
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Table 4.8: Confirmatory Factor Analysis: Goodness-of-fit Indices 

Goodness of fit M1 M2 

Chi-square χ
2
 3263.2,  P < 0.00 253.9,  P < 0.00 

Degrees of Freedom 866 117 

RMR 0.0492 0.0269 

RFI 0.80 0.90 

GFI 0.62 0.89 

CFI 0.86 0.96 

NFI 0.82 0.93 

RMSEA 0.117 0.076 

Note. CFI = comparative fit index; GFI = goodness-of-fit index; M1 = Model 1; M2 = 

Model 2; NFI = normed fit index; RFI = relative fit index; RMR = root mean square 

residual; RMSEA = root mean squared error of approximation 
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Table 4.9: Structural Parameter Estimates for the Organisational Climate for 

Innovation Structural Model 

Structural Path 
M1 M2 

  Std. Loadings T values Std. Loadings T values 

    

 

    

Challenge       C1 0.59 9.49* - - 

Challenge       C2 0.65 9.24* - - 

Challenge       C3 0.86 6.74* - - 

Challenge       C4 0.78 8.25* 0.69 7.95* 

Challenge       C5 0.66 9.20* - - 

Challenge       C8 0.67 9.17* 0.90 2.72* 

Freedom        F9 0.71 8.31* - - 

Freedom        F10 0.78 7.41* - - 

Freedom        F11 0.70 8.37* - - 

Freedom        F13 0.67 8.71* - - 

Idea Time       IT18 0.70 9.58* - - 

Idea Time       IT19 0.71 9.54* 0.75 6.84* 

Idea Time       IT20 0.91 7.49* 0.90 6.60* 

Idea Time       IT21 0.92 7.03* 0.95 3.65* 

Idea Time       IT22 0.87 8.45* 0.84 8.42* 

Idea Time       IT23 0.88 8.34* - - 

Playfulness         P24 0.71 9.25* - - 

Playfulness         P25 0.86 7.60* - - 

Playfulness         P26 0.82 8.37* 0.84 2.70* 

Playfulness         P27 0.79 8.73* 0.92 1.34* 

Playfulness         P28 0.79 8.70* 0.72 5.72* 
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Playfulness         P29 0.84 8.11* - - 

Trust        T16 0.70      7.88* - - 

Trust        T17 0.88 3.24* - - 

Conflict         CO30 0.56 9.57* - - 

Conflict         CO31 0.81 7.98* 0.78 6.63* 

Conflict         CO32 0.81 8.06* 0.85 4.58* 

Conflict         CO33 0.84 7.46* - - 

Conflict         CO34 0.78 8.39* - - 

Conflict         CO35 0.69 9.07* 0.72 7.82* 

Idea Support        IS36 0.81 8.30* 0.81 7.94* 

Idea Support        IS37 0.86 7.47* 0.89 5.80* 

Idea Support        IS38 0.85 7.61* 0.83 7.57* 

Idea Support        IS39 0.81 8.30* - - 

Debate        D41 0.83 8.74* 0.77 8.27* 

Debate        D42 0.86 8.31* - - 

Debate        D43 0.83 8.79* 0.83 7.16* 

Debate        D44 0.87 8.22* - - 

Debate        D45 0.82 8.86* - - 

Debate        D46 0.88 7.92* 0.90 4.66* 

Risk-taking        RT47 0.78 7.82* - - 

Risk-taking        RT48 0.86 6.10* - - 

Risk-taking        RT49  0.71 8.58* - - 

Risk-taking        RT50 0.78 7.86* - - 

*significant at the level p < 0.05 

Note. M1 = Model 1; M2 = Model 2 
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Figure 4.2: Structural Model (M2) of the Climate for Innovation Factors 

 
Chi-square = 253.9, df = 117, P-Value = 0.00323, RMSEA = 0.076 

Note: C = challenge; CO = conflict; D = debate; IS = intellectual stimulation; P = playfulness; IT = ideas time 
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4.4.3 Regression Analysis 

Regression analysis was used to try to understand the influence of organisational factors 

and demographic variables on freedom, challenge, idea support, playfulness, debate, 

conflict, trust/openness, risk-taking and idea time. To examine the relationship, 

regression analysis was performed between the six mentioned latent variable summated 

scores (dependent variables score), and the predictor variables (organisational factors and 

demographic variables). The organisational variable was represented by type of business; 

the demographic variables consisted of age, gender, position, years in service and 

education level. Table 4.10 shows the complete regression results. What can be analysed 

is that there exists some evidence to show that organisational and demographic factors 

are predictors in estimating the climate for innovation factors in an organisation.  

 

In the debate dimension, based on the magnitude of the standardised coefficients (β), age 

(β = 0.205, t = 1.793) was the best positive predictor, or had the biggest influence. This 

was followed, to a lesser extent, by years in service (β = –0.155, t = –1.316) and business 

sector (β = 0.130, t = 1.838), while gender (β = 0.082, t = 1.162), education level (β = 

0.052, t = 0.687) and position (β = –0.031, t = –0.347) were found not to be significant 

predictors.  

 

Next, age (β = 0.706, t = 7.070) was also the best positive predictor, or had the biggest 

influence on the idea time. This was followed by years in service (β = –0.225, t = –2.192) 

which was a negative predictor, whereas position (β = –0.109, t = –1.415), gender (β = –
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0.101, t = –1.635), business sector (β = 0.056, t = 0.900) and education level (β = –0.050, 

t = –0.766) were not significant predictors.  

 

In terms of playfulness, again, age (β = 0.445, t = 3.999) was also the best positive 

predictor. This was followed by years in service (β = –0.243, t = –2.129) and position (β 

= –0.232, t = –2.707). All the other variables: gender (β = –0.078, t = –1.142), business 

sector (β = –0.061, t = –0.885) and education level (β = 0.045, t = 0.614) were found to 

be very low predictors of playfulness.  

 

Apart from age (β = –0.183, t = –1.596), which appeared to be the strongest predictor for 

conflict, albeit, a low one, and type of business sector (β = 0.132, t = 1.858), the other 

demographic variables such as education level (β = 0.082, t = 1.092), years in service ((β 

= 0.078, t = 0.660), position (β = –0.047, t = –0.531) and gender (β = 0.035, t = 0.496) 

displayed low influence on this dimension.  

 

Next, the type of business sector (β = 0.230, t = 0.327) was also the best predictor on 

challenge. This was followed by years in service (β = 0.109, t = 0.936) and education 

level (β = –0.106, t = –1.419). Position (β = 0.086, t = 0.987), age (β = 0.063, t = 0.556) 

and gender (β = 0.040, t = 0.580) were found to be very low predictors. The adjusted R 

square for challenge was 0.037. 

 

Finally, in regard to idea support, only age (β = 0.153, t = 1.362) followed by type of 

business sector (β = 0.103, t = 1.473) showed slight significance, in relation to years in 
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service (beta= 0.063, t = 0.544), position (β = 0.036, t = 0.415), gender (β = 0.033, t = 

0.479) and education level (β = 0.029, t = –1.364) which were found to be very low 

indicators.  
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Table 4.10: Regression Analysis of Organisational Climate for Innovation 

  

Debate Idea Time Playfulness Conflict Challenge 

Idea 

Support 

Beta t Beta t Beta t Beta t Beta t Beta t 

(Constant)  
3.274 

 
2.630 

 
5.126  

 
2.445  

 
 5.219 

 
5.059 

   
  

 
  

 
  

 
  

 
  

 
  

Position 
 

–0.031 

 

–0.347 

 

–0.109 

 

 –1.415 

 

–0.232 

  

–2.707** 

 

 0.047 

  

–0.531 

 

0.086 

  

0.987 

 

0.036 

 

0.415 

   
  

 
  

 
  

 
  

 
  

 
  

Business  

Sector 
 

0.130 
 

1.838 
 

0.056 
  

0.900 
 

–0.061 
 

–0.885 
 

0.132 
  

1.858 
 

0.123 
 

 0.327 
 

0.103 
 

1.473 

   
  

 
  

 
  

 
  

 
  

 
  

Years in  

Service 
 

–0.155 

 

–1.316 

 

–0.225 

 

 –2.192* 

 

–0.243 

  

–2.129* 

 

0.078 

  

0.660 

 

0.109 

 

 0.936 

 

0.063 

 

0.544 

   
  

 
  

 
  

 
  

 
  

 
  

Age 
 

0.205 
 

1.793 
 

0.706 
  

7.070** 
 

0.445 
  

 3.999** 
 

-0.183 
  

–1.596 
 

0.063 
 

 0.556 
 

0.153 
 

1.362 

   
  

 
  

 
  

 
  

 
  

 
  

Gender 
 

0.082 

 

1.162 

 

–0.101 

 

 –1.635 

 

-0.078 

 

–1.142 

 

0.035 

 

 0.496 

 

0.040 

 

 0.580 

 

0.033 

 

0.479 

  
 

  
 

  
 

  
 

  
 

  
 

  

Education  

Level 
 

0.052 

 

0.687 

 

–0.050 

 

 –0.766 

 

0.045 

 

  0.614 

 

0.082 

 

 1.092 

 

–0.106 

  

–1.419 

 

0.029 

 

–1.364 

                          

Note. Note. Adjusted R
2
 for Debate is 0.015, Adjusted R

2
 for Idea Time is 0.251, Adjusted R

2
 for Playfulness is 0.071,  

Adjusted R
2
 for Conflict is 0.017, Adjusted R

2
 for Challenge is 0.037  and Adjusted R

2
 for Idea Support is 0.048.*p < 

0.05,  **p<0.01 
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4.4.4   Discussion on Organisational Climate for Innovation 

The findings recognised the organisational climate for innovation construct and how the 

nine dimensions: debate, challenge, idea time, playfulness, trust, risk-taking, freedom, 

conflict and idea support, may impact the construct in Malaysian GLCs. The aim was to 

identify the underlying factor structure of organisational climate for innovation and to test 

their analytical nature and interrelatedness in an Asian context since previous works were 

skewed to western countries.  

 

Exploratory factor analysis was employed to inspect the organisational climate for 

innovation factorial structure according to the data collected from manager grade staff in 

GLCs. The 50 measured items were derived from a questionnaire based on the SOQ 

developed by Isaksen et al. (1999). This was the basis of Hb which states that the nine 

factors: debate, challenge, idea time, playfulness, trust, risk-taking, freedom, conflict and 

idea support, are interrelated, multi-dimensional and optimal predictors of organisational 

performance. The result of the exploratory factor analysis produced nine factors. Six 

items which displayed low loading were deleted and no items cross-loaded. From the 

structure matrix, the items which loaded on all nine factors showed that all measured 

items were consistent with those identified in earlier studies (Isaksen et al., 1999).  

 

Following this, a CFA was applied to validate the organisational climate for innovation 

structure derived from the EFA in the targeted sample. Two structural models were 

tested. The first model (M1) demonstrated a poor fit representing the nine sub-scales. A 

model respecification was carried out where items which had issues with standardised 

high residual covariances were dropped from M1. Compared to the nine factors identified 
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in the EFA, the model respecification in the CFA saw the removal of all items related to 

factors of risk-taking, freedom and trust. As a result, the second and final model (M2) 

produced a perfect-fit model revealing strong and positive correlations between the 

remaining factors. All loadings were strong and significant, ranging from 0.69 to 0.95. 

Figure 4.2 displays the path diagram for the final model. These results show that the six 

factors: debate, challenge, idea time, playfulness, conflict and idea support, will 

positively contribute to organisational climate for innovation. The final model 

demonstrates that organisational climate for innovation is a multi-dimensional construct. 

All parameters show strong loadings. The parameters related to idea support, idea time 

and debate show relatively higher loadings. The overall results show that Hb is partially 

supported, as only six of the hypothesised nine dimensions positively contributed to the 

organisational climate for innovation. 

 

One possible reason why the dimensions of risk-taking, freedom and trust do not appear 

to be predictors of climate for innovation could be that in Asian countries, cultural values 

are relatively high in power distance (Hofstede, 1997) and in such societies and culture, 

employees tend to prefer leaders to take more control of work processes and to lead by 

example (Chow, Shields & Wu, 1999) thus, the concept of freedom can be blurred. Trust 

and risk-taking may also be related, as employees will not exert such overt behaviour if 

they feel trust is low or doubt support from superiors when extra effort may have a 

possible risk of failure. Another plausible reason why freedom and, to a certain extent, 

risk-taking is not displayed as a contributor to climate for innovation in the context of 

Malaysian GLCs is that the majority (almost 40%) of the respondents are from the 
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finance and banking sector where, due to the highly structured nature of business and 

regulatory requirements that need to be complied with, the room to exercise risk-taking 

and freedom to use discretion is not as pervasive as in other sectors. As reviewed earlier, 

in a Malaysian study, Ismail‘s (2006) findings revealed that all factors of the creative 

climate have no influence on innovation with the exception of a climate of challenge and 

a climate that encourages debate. While Ismail‘s (2006) overall results may differ from 

the current findings, the main overlap in both studies, and consensus, seems to be that 

risk-taking, freedom and trust do not appear to be associated with dimensions that 

influence climate for innovation, at least in a Malaysian context. 

 

As a further analysis, the relationship between the organisational and demographic 

variables and organisational climate for innovation dimensions were also viewed. The 

findings reported exposed a few interesting conclusions regarding the related 

organisational variables that are closely linked with climate for innovation. For the 

dimensions related to debate, idea time, playfulness, conflict and idea support, age was 

found to the best predictor, or had the biggest influence. However, Montani, Odoardi and 

Battistelli (2012) asserts that studies by Amabile, Barsade, Mueller and Staw (2005) and 

Pieterse et al. (2010) indicate that age and job tenure have significant, negative 

relationships with individual innovativeness. Nevertheless, there is no research that 

specifically looked at the influence of demographic variables on climate dimensions per 

se.  
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After age, business sector was the relatively strongest predictor of the challenge 

dimension. There are numerous GLCs who are leaders in specific industries, such as 

banking, utilities and plantation, which make them highly visible and open to public and 

political scrutiny. These organisations, though stable, are not isolated by the threats of 

globalisation and opening up of trade restrictions, which could create an atmosphere 

where the perception of challenge is high among managers as demands keep intensifying.  

 

There would have been more meaningful analysis if a comparison could have been made 

with studies in a similar context. Unfortunately, to date, there is no research 

demonstrating the relationship between organisational climate for innovation and 

demographic variables in Malaysian GLCs. Thus, the results obtained in this study will 

lay the foundation for others in their studies to use as a comparison.  

 

4.5 Innovative Work Behaviour 

In order to evaluate the dimensions of innovative work behaviour in the Malaysian work 

environment, EFA was used to determine the underlying factor structures of innovative 

work behaviour. In the course of analysis, the following hypothesis is posited and tested: 

Hc: A nomological network and causal relationships of dimensions namely Idea 

Generating, Idea Promotion and Idea Realisation (related to employees’ behaviour) are 

optimal predictors of Innovative Work Behaviour. 
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4.5.1 Exploratory Factor Analysis 

To establish dimensionality and convergent validity of the relationship between items and 

the construct, EFA was employed. Factor analysis was performed on the original nine 

items in the innovative work behaviour scale.  

 

To ascertain the underlying dimensions, factors based on the latent root orientation 

(eigenvalue), total variance explained and correlation matrix were determined. PAF was 

employed as preliminary testing showed that correlations were above 0.3 (Table 4.11), 

indicating that PCA would be less appropriate. Extraction was based on Kaiser‘s criteria 

(eigenvalue > 1 rule).  

 

In this factor analysis the Promax oblique rotation method was employed. In deciding the 

number of factors to extract, after rotation, the proportion of variance was determined 

along with the results of the scree plot. The output of the analysis showed KMO to be 

0.902 with 0.000 significance which was acceptable as it is above the 0.6 threshold. The 

Bartlett test of sphericity, χ
2
= 1879.02, showed significant correlation among a number of 

variables at p < 0.000. The subsequent results in the pattern matrix showed two clear 

factors and the total cumulative variance was 81.7%. All factor loadings were above the 

acceptable threshold of 0.4. There was no cross-loading. Thus, no items were deleted and 

judgement was then made to retain two factors (i.e. the factors are theoretically 

interpretable). Each factor then was given a label, since the factors differed from the 

original model proposed by Janssen (2000). Table 4.12 shows the loading and the two 

factors which were labelled ‗Idea Actualisation‘ and ‗Idea Generation‘. It exhibits the 
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results of the factor structure for the two sub-scales of innovative work behaviour, and 

how the participants consider the level of their innovative behaviour in their 

organisations.  There was also no factor correlation above 0.7, hence discriminant 

validity was deemed good. 
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Table 4.11 Factor Correlation of Innovative Work Behaviour Dimensions 

Factor Idea Actualisation Idea Generation 

 

  Idea Actualisation 

 

1.00 0.66* 

 

Idea Generation 

 

0.66* 1.00 

Note. *significant at the level p < 0.01 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



168 
 

Table 4.12: Factor Structure and Reliability Analysis of Innovative Work Behaviour Variables 

 
Factor 

Constructs 

Scale Items Factor 

Loading 

Cumulative 

Variance 

Extracted % 

Cronbach’s 

Alpha, 

α 

Factor 1 

Idea Generation 

(IGEN)  

 

IWBIG1. Creating new ideas for difficult issues 

IWBIG2. Conjuring support for innovative ideas 

IWBIG3. Searching new working methods 

IWBIP6.  Generating original solutions 

 

0.826 

 

0.954 

 

0.653 

 

0.453 

81.7% 0.89 

Factor 2 

Idea 

Actualisation 

(IACT)  

 

IWBIP4. Acquiring approval for innovative ideas 

IWBIP5. Transforming innovative ideas into useful 

applications 

IWBIR7.Introducing innovative ideas into the 

work environment in a systematic way 

IWBIR8.Making important organisational 

members enthusiastic for innovative ideas 

IWBIR9. Evaluating the utility of innovative ideas 

 

0.652 

 

0.615 

 

 

 

0.934 

 

 

 

0.991 

 

 

 

0.901 

52.7% 0.95 

   Overall 0.95 

 

Note. Extraction Method: Principal Axis Factoring. Rotation Method: Promax with Kaiser Normalization. KMO = 

0.902 (0.000 significance). The Bartlett test of sphericity χ
2 

= 1879.02 

IWBIG = innovative work behaviour idea generation; IWBIP = innovative work behaviour idea promotion; IWBIR 

= innovative work behaviour idea realisation 
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Cronbach‘s alpha coefficients were used to determine the reliability of the instrument. 

Cronbach‘s alpha for each factor and the items retained are shown in Table 4.12.  The 

results show good internal consistency, with the overall scale α = 0.95 and for the first 

factor, Idea Generation α = 0.89 and α = 0.95 for the second factor, Idea Actualisation. 

All values were above the acceptable threshold. 

 

4.5.2 Confirmatory Factor Analysis 

CFA was employed to analyse the relationship between latent (unmeasured or theoretical 

construct) and observed (measured indicators) variables as well as to examine the 

convergent and discriminant validity. CFA was performed to confirm the scale structure 

in a Malaysian setting and to evaluate the distinctiveness of the two measures according 

to the data collected from the employees within Malaysian GLCs. In total, nine items 

were used to express the respondents‘ views. Five items measured idea actualisation 

(IACT), four items measured idea generation (IGEN). 

 

Fit indices determine how well the model fits the sample data and which model 

represents the superior fit (Hooper et al., 2008). Table 4.13 shows the iteration process 

used to achieve the final fit model. The first model (M1) consisted of all nine original 

items measuring the two dimensions, and yielded less than ideal RMR, GFI, CFI and 

high RMSEA (RMR = 0.091, GFI = 0.83, CFI = 0.95, RMSEA = 0.183) thus requiring 

improvement to the measurement model for it to be accepted (Table 4.13). 
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To obtain a better model fit, respecification was conducted. The standardised residual 

covariance was analysed to establish whether there were discrepancies between the 

proposed model and the estimated model and to identify which caused problems (> |0.4| 

will cause unacceptable degree of error). Items IP6, belonging to idea generation, and 

IP5, related to the factor idea realisation, were then dropped from M1. The next step was 

to look at the modification indices where respecification was done by adding the 

covariance between the error terms for measured variables IG1–IG2 and IR7–IR8. The 

revised model (M2) consisted of seven items and indicated a perfect fit (RMR = 0.046, 

GFI = 0.97, CFI = 0.93 and RMSEA = 0.071). χ
2
 to df ratio of two is deemed acceptable. 

 

Figure 4.3 displays the path diagram and Table 4.14 shows the structural parameter 

estimates and the iteration process to achieve the final fit model. All loadings were 

strong, positive and significant, ranging from 0.74 to 0.92. The final model (M2) consists 

of the innovative work behaviour constructs (idea generation and idea actualisation). The 

overall results show that Hc is partially supported.  
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Table 4.13: Confirmatory Factor Analysis: Goodness-of-fit Indices for Innovative 

Work Behaviour 

Goodness of fit M1 M2 

Chi-square χ
2
 202.4, P < 0.00 22.3, P < 0.02 

Degrees of Freedom 26 11 

RMR 0.091 0.046 

SRMR 0.051 0.026 

GFI 0.83 0.97 

CFI 0.95 0.93 

NFI 0.94 0.99 

RMSEA 0.183 0.071 

Note. CFI = comparative fit index; GFI = goodness-of-fit index; M1 = Model 1; M2 = 

Model 2; NFI = normed fit index; RMR = root mean square residual; RMSEA = root mean 

squared error of approximation; SRMR = standardised root mean square residual 
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Table 4.14: Structural Parameter Estimates for the Innovative Work Behaviour Structural 

Model 

Structural Path M1 M2 

  Std. Loadings T values Std. Loadings T values 

    

 

  

 Idea Generation         IWBIG1 0.81  8.31* 0.80  7.63* 

Idea Generation         IWBIG2 0.82  8.24* 0.74  8.43* 

Idea Generation         IWBIG3 0.87  7.09* 0.94 2.94* 

Idea Generation         IWBIP6 0.78  8.67* - - 

Idea Actualisation         IWBIP4 0.83  9.14* 0.84 8.45* 

Idea Actualisation         IWBIP5 0.92  7.64* - - 

Idea Actualisation         IWBIR7 0.93  7.34* 0.90 6.66* 

Idea Actualisation         IWBIR8 0.91  8.07* 0.89 6.95* 

Idea Actualisation         IWBIR9 0.88  8.72* 0.92 5.95* 

*significant level at p < 0.05 

Note. IWBIG = innovative work behaviour idea generation; IWBIP = innovative work behaviour idea 

promotion; IWBIR = innovative work behaviour idea realisation; M1 = Model 1; M2 = Model 2 
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Figure 4.3: Structural Model (M2) of the Innovative Work Behaviour Factors 

 

Chi-square = 22.30, df = 11, P-Value = 0.02215, RMSEA = 0.071 

 

Note. IACT = idea actualisation; IGEN = idea generation; IWBIG = innovative work behaviour idea 

generation; IWBIP = innovative work behaviour idea promotion; IWBIR = innovative work 

behaviour idea realisation; M2 = Model 2; RMSEA = root mean squared error of approximation 
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4.5.3 Regression Analysis 

Regression analysis was used to try to understand the influence of organisational factors 

and demographic variables on idea generation and idea actualisation. To examine the 

relationship, regression analysis was performed between the two mentioned latent 

variable summated scores (dependent variables score) and the predictor variables 

(organisational factors and demographic variables). The organisational variable was 

represented by type of business, while the demographic variables consisted of age, 

gender, position, years in service and education level. Table 4.15 shows the complete 

regression results. What can be analysed is that there exists adequate evidence to show 

that organisational and demographic factors are significant predictors in estimating the 

idea generation and idea actualisation factors in an organisation.  

 

In the idea generation model based on the magnitude of the standardised coefficients (β ), 

the type of business sector (β = 0.352, t = 5.357) was the best predictor, or had the 

biggest influence on the idea generation. This was followed by age (β = 0.193, t = 1.823), 

years in service (β = 0.132, t = 1.210) and, to a lesser extent, on education level (β = 

0.066, t = 0.949) and gender (β = 0.024, t = 0.370). Interestingly, position (β = –0.095, t = 

–1.163) was a negative predictor, albeit, a low one. The adjusted R square for idea 

generation was 0.155. 

 

Next, the type of business sector (β = 0.416, t = 6.567) was also the best predictor, or had 

the biggest influence on the idea actualisation. Similar to the previous regression, this 

was followed by age (β = 0.263, t = 2.566) and, to a lesser extent, on gender (β = 0.072, t 
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= 1.147). Here again, position (β = -0.055, t = -0.693) was a negative predictor. 

Education level was also a low negative predictor (β = –0.029, t = –0.424).  The adjusted 

R square for idea actualisation was 0.214. 
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Table 4.15: Regression Analysis of Innovative Work Behaviour 

  

Idea Generation Idea Actualisation 

Beta t Beta t 

(Constant) 

 

3.922 

 

3.221 

  

    

Position    –0.095    –1.163    –0.055    –0.693 

  

    

Business Sector 0.352     5.357** 0.416     6.567** 

  

    

Years in Service 0.132 1.210 0.031 0.294 

  

    

Age 0.193   1.823* 0.263     2.566** 

  

    

Gender 0.024 0.370 0.072 1.147 

  

    

Education Level 0.066 0.949    –0.029   –0.424 

          

Note. Adjusted R
2
 for Idea Generation is 0.155 and adjusted R

2
 for Idea Actualisation 

 is 0.214.*p < 0.05, **p<0.01 
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4.5.4 Discussion on Innovative Work Behaviour 

The findings reported recognise the innovative work behaviour construct and how the 

two dimensions (idea generation and idea actualisation) may impact the perceptions and 

outcomes among employees in Malaysian GLCs. The aim here was to identify the 

underlying factor structure of employee innovative work behaviour and to test their 

analytical nature and interrelatedness in an Asian context since previous works were 

skewed to western countries.  

 

EFA was employed to inspect the innovative work behaviour factorial structure 

according to the data collected from manager grade staff in GLCs. The nine measured 

items were derived from the IWB questionnaire developed by Janssen (2000). Earlier 

works by Scott and Bruce (1994), Janssen (2000) and Ramamoorthy et al. (2005) identify 

the three stages of innovative work behaviour where distinct sets of behaviours exist at 

each stage or state and were categorised as 1) idea generation, 2) idea promotion and 3) 

idea realisation. This is the basis of Hc which states that these three factors: idea 

generating, idea promotion and idea realisation factors (related to employees behaviour) 

are interrelated, multi-dimensional  and optimal predictors of innovative work behaviour. 

However, the result of the EFA produced two factors. Nevertheless, from the structure 

matrix, the items that loaded on the first factor showed that all measured items were 

consistent with those identified in earlier studies (Janssen, 2000; Janssen et al., 2004) as 

measures of behaviour related to idea generation. In the second factor, analysis of items 

which loaded on that factor showed that all measured items were a combination of those 

identified in earlier studies (Janssen, 2000; Janssen et al., 2004) as measures of behaviour 
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related to idea promotion and idea realisation. In essence, the same dimensions were still 

valid but were now consolidated into one factor which was then labelled ‗Idea 

Actualisation‘ to reflect both the phase of promotion and idea realisation. No item cross-

loaded or had low loading, thus nothing was deleted. Therefore, the factors are still 

relevant, albeit, in a consolidated form compared to the dimensions hypothesised.  

 

As reported, CFA supports a parsimonious two-factor model. The second and final model 

(M2) produced a perfect-fit model revealing strong and positive correlations between the 

two factors. Figure 4.3 displays the path diagram for the final model. These results show 

that idea generation and idea actualisation factors will positively contribute to the 

employees‘ level of innovative work behaviour. Therefore, Hc can be said to be partially 

supported. The only issue making it partially supported is the fact that the dimensions of 

idea promotion and idea realisation, as a result of the factor analysis, have been 

consolidated under a new umbrella factor labelled ‗Idea Actualisation‘, which did show 

strong relationship to innovative work behaviour. As hypothesised, idea generation did 

positively contribute to innovative work behaviour. 

 

As a further analysis, the relationship between the organisational and demographic 

variables and innovative work behaviour were also viewed. The findings reported here 

exposed some interesting conclusions regarding the related organisational variables that 

are closely linked with innovative work behaviour. For the idea generation model, the 

business sector was the best predictor, or had the biggest influence on the idea generation, 

followed by age, years in service and, to a lesser extent, on education level and gender. 
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However, position was a negative predictor, albeit, a very low one. The business sector 

was also the best predictor, or had the biggest influence on idea actualisation. Similar to 

the previous regression, this was followed by age, and to a lesser extent, on gender. 

Education level was also a low negative predictor. It may be understandable that idea 

generation could be less prevalent as staff move away from a predominantly technical 

role toward a managing or leading role as they get promoted. However, it is of concern 

that idea actualisation is less evident where more senior managers may have greater 

influence to champion and push innovation. There needs to be more research in this area 

using alternative methodologies to provide better insight. 

 

4.6 Organisational Performance 

In order to evaluate the dimensions of organisational performance in the Malaysian work 

environment, EFA was used to determine the underlying factor structures of 

organisational performance. In the course of analysis, the following hypothesis is posited 

and tested: 

Hd: Operational Performance and Market Performance will be positively related to 

Organisational Performance. 

 

4.6.1 Exploratory Factor Analysis 

EFA was performed on the original 11 items in the organisational performance scale. To 

ascertain the underlying dimensions, factors based on the latent root orientation 

(eigenvalue), total variance explained and correlation matrix were determined using 

SPSS 20.0. PAF was utilised as preliminary testing showed numerous correlations above 
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0.3 (Table 4.16), indicating that PCA would be less appropriate. Extraction was based on 

Kaiser‘s criteria (eigenvalue > 1 rule).  

 

In this factor analysis, the Promax oblique rotation method was employed. In deciding 

the number of factors to extract, after rotation, the proportion of variance (at least 60% 

cumulative variance according to Hair et al., 2006 for studies in the social sciences) was 

determined along with the results of the scree plot. The output of the analysis showed 

KMO to be 0.804 with 0.000 significance, which is acceptable as it is above the 0.6 

threshold. The Bartlett test of sphericity, χ
2
 = 997.40, showed significant correlation 

among a number of variables at p < 0.000. The subsequent results in the pattern matrix 

showed three clear factors and the total cumulative variance was 70.19%. All factor 

loadings were above the acceptable threshold of 0.4, excepting OP 5 which led to the 

decision to drop it. The range was from 0.462 to 0.978. There was no cross-loading. 

Thus, the judgement was then made to retain three factors (i.e. the factors were 

theoretically interpretable) with 10 items. Each factor then was given a label, since the 

factors now differed from the original model proposed by Delaney and Huselid (1996). 

Table 4.17 shows the loading and the three factors which were labelled ‗Operational 

Performance: product and service‘, ‗Operational Performance: people‘ and ‗Market 

Performance‘. It is interesting to note that the first two factors were actually identified 

collectively as ‗Operational Performance‘ which was identified in the hypothesis as the 

first factor. The table exhibits the results of the factor structure for the three sub-scales of 

organisational performance and the participants‘ perception of the performance of their 
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organisation in relation to that of their competitors. There was also no factor correlation 

above 0.7, hence discriminant validity was deemed good. 
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Table 4.16: Factor Correlation of Organisational Performance Dimensions 

 

Factor Operational 

Performance 

(People) 

Market 

Performance 

Operational 

Performance 

(Product/Service) 

Operational Performance 

(People) 

 

1.000 0.683* 0.335* 

Market Performance 0.683* 1.000 0.396* 

 

Operational Performance 

(Product/Service) 

 

0.335* 0.396* 1.000 

Note. *significant at the level p < 0.01 
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Table 4.17: Factor Structure and Reliability Analysis of Organisational Performance Variables 

 
Factor 

Constructs 

Scale Items Factor 

Loadings 

Cumulative 

Variance 

Extracted 

% 

Cronbach

Alpha,  

α 

Factor 1 

Operational 

Performance-

Product/Service 

(OPS) 

 

OP1. Quality or products or services  

OP2. Development of new products or services

  

0.828 

0.613 

70.19% 0.74 

Factor 2 

Market 

Performance 

(MKTP) 

 

OP8.   Marketing effort 

OP9.   Growth in sales 

OP10. Profitability 

OP11. Market share 

  

0.469 

0.978 

0.768 

0.462 

60.62% 0.84 

Factor 3 

Operational 

Performance-

People (OPP) 

 

OP3. Ability to attract essential employees 

OP4. Ability to retain essential employees 

OP6. Management-employee relationship 

OP7. Relationship between employees in general 

 

0.608 

0.758 

0.796 

0.616 

47.07% 0.81 

   Overall 0.87 

 

Note. Extraction Method: Principal Axis Factoring. Rotation Method: Promax with Kaiser Normalization. 

KMO = 0.804 (0.000 significance). Bartlett test of sphericity χ
2
 = 997.40 

 

 

 

 

 

 

 

 

 



184 
 

Cronbach‘s alpha for each factor and the items retained are shown in Table 4.17.  The 

results show good internal consistency with α = 0.87 for the overall scale, α = 0.74 for the 

first factor, operational performance (product/service), α = 0.84 for the second factor, 

market performance and α = 0.81 for the third factor, operational performance (people). 

All values were above the acceptable threshold of 0.7. 

 

4.6.2 Confirmatory Factor Analysis 

After establishing a valid factor structure for the organisational performance variables 

through the EFA, CFA was employed to analyse the relationship between latent 

(unmeasured or theoretical construct) and observed (measured indicators) variables as 

well as to examine the convergent and discriminant validity. Data were processed and 

analysed using LISREL 9.1. CFA was performed to confirm the scale structure in a 

Malaysian setting and to evaluate the distinctiveness of the three measures according to 

the data collected from employees within Malaysian GLCs. In total, 10 items were used 

to express the respondents‘ views. Two items measured operational performance: product 

and service (OPS), four items measured operational performance: people (OPP) and four 

items measured market performance (MKTP). 

 

The first model (M1) consisted of ten items measuring the three dimensions, and yielded 

less than ideal RMR, GFI, CFI and high RMSEA (RMR = 0.033, GFI = 0.87, CFI = 0.92, 

RMSEA = 0.141) requiring improvement to the measurement model for it to be accepted 

(Table 4.18). 
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To obtain a better model fit, respecification was conducted. The standardised residual 

covariance was analysed to see whether there were discrepancies between the proposed 

model and the estimated model and to identify which caused problems (> |0.4| will cause 

an unacceptable degree of error). Items OP1 and OP2 belonging to Operational 

Performance: people, and subsequently item OP10 related to the factor market 

performance were dropped from M1. OP2, in particular, also had an illogical standardised 

parameter exceeding 1, probably caused by an identification problem. The next step was 

to look at the modification indices where respecification was done by adding the 

covariance between the error terms for measured variables OP3–OP4, OP6–OP7 and 

OP8–OP9. The revised model (M2) consisted of seven items and indicated a perfect fit 

(RMR = 0.015, GFI = 0.98, CFI = 0.99 and RMSEA = 0.059). χ
2 

to df ratio of 1.7 is 

deemed good. 
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Table 4.18: Confirmatory Factor Analysis: Goodness-of-fit Indices for 

Organisational Performance 

Goodness of fit M1 M2 

Chi-square χ
2
 159.8,  P < 0.00 17.3,  P < 0.00 

Degrees of Freedom 32 10 

RMR 0.0326 0.0145 

SRMR 0.0653 0.0289 

GFI 0.87 0.98 

CFI 0.92 0.99 

NFI 0.90 0.98 

RMSEA 0.141 0.059 

  Note. CFI = comparative fit index; GFI = goodness-of-fit index; M1 = Model 1; M2 = 

Model 2; NFI = normed fit index; RMR = root mean square residual; RMSEA = root 

mean squared error of approximation; SRMR = standardised root mean square residual 
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Figure 4.4 displays the path diagram and Table 4.19 shows the structural parameter 

estimates and the iteration process used to achieve the final fit model. All loadings were 

strong, positive and significant, ranging from 0.54 to 0.81. Loadings exceeding 0.5 are 

acceptable (Nunnally, 1978). Even though in the EFA the factors operational 

performance: product/service and operational performance: people were distinct, the 

results of the model respecification in the CFA saw only one operational performance 

factor retained. Therefore, the final model (M2) now consists of the two factors 

operational performance and market performance and shows that Hd is supported.  
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Table 4.19: Structural Parameter Estimates for the Organisational Performance Structural 

Model 

Structural Path M1 M2 

  Std. Loadings T values Std. Loadings T values 

    

 

  

 Performance (Product/Service)        OP1 0.57  7.46* - - 

Performance (Product/Service)        OP2 1.02     –0.22 -  - 

Performance (People)         OP3 0.81  7.13* 0.70 6.96* 

Performance (People)         OP4 0.88  5.21* 0.80 5.26* 

Performance (People)         OP6 0.68  8.86* 0.70 7.63* 

Performance (People)         OP7 0.50  9.60* 0.54 2.97* 

Market Performance           OP8 0.60  9.33* 0.57 8.69* 

Market Performance           OP9 0.83  6.99* 0.69 7.68* 

Market Performance           OP10 0.83  6.97* - - 

Market Performance           OP11 0.75  8.34* 0.81 5.19* 

 
*significant level at p < 0.05 

Note. M1 = Model 1; M2 = Model 2; OP = organisational performance 
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Figure 4.4: Structural Model (M2) of the Organisational Performance Factors 

 

Chi-square = 17.13, df = 10, P-Value = 0.00124, RMSEA = 0.059 

Note. MKPT = market performance; OP = organisational performance; OPP = operational performance 

people; RMSEA = root mean squared error of approximation 
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4.6.3 Regression Analysis 

Regression analysis was used to try to understand the influence of organisational factors 

and demographic variables on operational performance and market performance. To 

examine the relationship, regression analysis using SPSS 20.0 was performed between 

the two mentioned latent variable summated scores (dependent variables score) and the 

predictor variables (organisational factors and demographic variables). The 

organisational variable was represented by type of business, while the demographic 

variables consisted of age, gender, position, years in service and education level. Table 

4.20 shows the complete regression results. What can be concluded from analysis is that 

there exists adequate evidence to show that organisational and demographic factors are 

significant predictors in estimating the operational performance and market performance 

factors in an organisation.  

 

In the operational performance, based on the magnitude of the standardised coefficients 

(β), the type of business sector (β = 0.254, t = 3.652) was the best positive predictor, or 

had the biggest influence on the operational performance. This was followed, to a lesser 

extent, by gender (β = 0.093, t = 1.343). Interestingly, position (β = –0.095, t = –1.253) 

was a negative predictor. Years in service (β = 0.044, t = 0.383), education level (β = –

0.035, t = –0.472) and age (β = –0.021, t = –0.188) were low, or insignificant, predictors. 

The adjusted R square for people performance was 0.05. 

 

Next, the type of business sector (β = 0.206, t = 2.971) was also the best positive 

predictor, or had the biggest influence on the market performance. This was followed by 
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years in service (β = 0.160, t = 1.390) and gender (β = 0.112, t = 1.616). Here again, 

position (β = –0.177, t = –2.052) was a negative predictor. Education level (β = –0.071, t 

= –0.967) and age (β = 0.005, t = 0.045) were found to be very low indicators. The 

adjusted R square for market performance was 0.056. 
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Table 4.20: Regression Analysis of Organisational Performance 

  

Operational Performance Market Performance 

β t β t 

(Constant) 

 

8.181 

 

 9.433 

  

    

Position      –0.108      –1.253        –0.177       –2.052* 

  

    

Business Sector 0.254    3.652** 0.206      2.971** 

  

    

Years in Service 0.044 0.383 0.160 1.390 

  

    

Age      –0.021      –0.188 0.005 0.045 

  

    

Gender 0.093 1.343 0.112 1.616 

  

    

Education Level      –0.035      –0.472        –0.071      –0.967 

          

Note. Adjusted R
2 

for People Performance is 0.05 and Adjusted R
2
 for Market Performance is 

0.05. *p < 0.05, **p<0.01 
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4.6.4 Discussion on Organisational Performance 

The findings from the analysis recognised the organisational performance construct and 

how the two dimensions — operational performance and market performance — may 

impact the construct of organisation performance in Malaysian GLCs. The aim was to 

identify the underlying factor structure of organisational performance and to test their 

analytical nature and interrelatedness in an Asian context, since previous works were 

skewed to western countries.  

 

EFA was employed to inspect the organisational performance factorial structure 

according to the data collected from manager grade staff in GLCs. The 11 measured 

items were derived from a questionnaire based on previous work by Delaney and Huselid 

(1996). This is the basis of Hd which states that the two factors of operational 

performance and market performance are interrelated, multi-dimensional and optimal 

predictors of organisational performance. The result of the EFA produced three factors. 

In the first and second factors, analysis of items that loaded on these factors, although 

distinct, showed that all measured items were a combination of those identified in earlier 

studies (Delaney & Huselid, 1996) as a measure of operational performance in general. It 

was noted that operational performance diverged into two factors and were related to 1) 

product and service and 2) relationship or people. From the structure matrix, the items 

which loaded on the third factor showed that all measured items were consistent with 

those identified in earlier studies (Delaney & Huselid, 1996) as measures of market or 

business performance. Item OP 5 displayed low loading, thus it was deleted. No items 
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cross-loaded. Therefore, as a whole, the factors are still relevant, albeit, in a diverged 

form (operational performance factor) compared to the dimensions hypothesised.  

 

Following this, a CFA was applied to validate the organisational performance structure 

derived from the EFA in the targeted sample. Two structural models were tested. The 

first model (M1) demonstrated a poor fit representing the three sub-scales. A model 

respecification was carried out where items OP1 and OP2 belonging to operational 

performance: people, and item OP10 relating to the factor market performance were 

dropped from M1. Although in the EFA the factors, operational performance: 

product/service and operational performance: people, were distinct, the results of the 

model respecification in the CFA saw only one operational performance factor retained 

due to the deletion of the OP1 and OP2 which were related to the operational 

performance: product and service factor. The second and final model (M2) produced a 

perfect-fit model revealing strong and positive correlations between the two factors. All 

loadings were strong and significant, ranging from 0.74 to 0.92. Figure 4.4 displays the 

path diagram for the final model. These results show that operational performance and 

market performance factors will positively contribute to organisational performance. The 

overall results show that Hd is fully supported. 

 

A review by Boyd et al. (2005) highlights that in past analysis of organisational 

performance, there is a high proportion of studies where organisational performance was 

measured using only a single indicator. The results obtained depart in this study from this 

notion. The final model produced demonstrates that organisational performance is a 
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multi-dimensional construct. In addition to this, it shows that the simultaneous 

consideration of these multiple dimensions is more appropriate for deriving conclusions 

about the effectiveness of organisational and managerial actions than considering each 

performance dimension separately. The operational performance factor that underlines 

the relationship between people is a key dimension, as it is through these relationships 

between all stakeholders that value can be built. It is a major building block for 

organisational success. While product is central to revenue generation, it appears that 

managers in GLCs perceive people relationships to be a factor more crucial to 

differentiate their organisation from their competitors. With respect to this factor, all 

parameters showed strong loadings. Only one loading was below 0.7, which related to the 

item that touched on the perception of relationship between employees in their 

organisation in comparison to that of their competitors. All respondents were managers 

and it could be suggested that they may not be best placed to gauge the relationship 

between all levels due to power distance which is prevalent in Asian countries. Market or 

business performance is an inevitable factor used widely to gauge the relative 

performance of organisations. Here too, loadings were positive and strong, with the 

exception of one which had a loading of 0.57 and which was related to the item that 

measured the perception of performance of their organisation‘s marketing efforts over the 

previous three years in comparison to that of their competitors. One possible reason could 

be that, relative to other measures in this factor, such as sales growth or market share, the 

effectiveness of marketing efforts may be less pronounced or understood by managers in 

non-commercial functions or departments. Other than over above-the-line marketing 
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efforts, many non-commercial managers may not be privy to below-the-line marketing 

efforts in their organisations, let alone that in their competitors. 

 

As a further analysis, the relationship between the organisational and demographic 

variables and organisational performance were viewed. The reported findings exposed 

some interesting conclusions regarding the related organisational variables that were 

closely linked with organisational performance. For the operational performance model, 

the business sector was the best predictor, or had the biggest influence on the perception 

of managers on organisational performance. However, position was a negative predictor, 

albeit, a low one. There needs to be more research in this area using alternative 

methodologies to provide better insight. Gender, years of service, education level and age 

showed very low, or negligible, influence. The business sector was also the best 

predictor, or had the biggest positive influence on market performance, followed by years 

in service and gender. Education level and age were seen as very low predictors with 

negligible influence. The negligible impact of education level differs from the results 

obtained by Rahim and Malik (2010) who reported that level of education had an effect 

on the level of emotional intelligence of employees that lead to better organisational 

performance. Concerning the results showing the nature of the business sector as a 

positive and relatively stronger predictor, it is suggested that because there are numerous 

GLCs who for a long time have been the leaders in specific industries such as banking, 

utilities and plantation, there would naturally be a stronger slant on the perception of 

managers in these industries, where the nature of competition could be almost 

monopolistic (Lau & Tong, 2008). There would have been more meaningful analysis if a 
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comparison could have been made with studies in a similar context. Unfortunately, to 

date, there is no research demonstrating the relationship between organisational 

performance and demographic variables in Malaysian GLCs. Thus, these findings will 

lay the foundation for others in their studies to use as a comparison. 

 

4.7 Relationship between Transformational Leadership and 

Organisational Climate for Innovation 

Past studies, for example, Politis (2004) and Sarros et al. (2008) suggest that there exists 

a relationship between transformational leadership and climate for innovation. Based on 

these studies, the following hypothesis is posited and tested: 

H1: Transformational Leadership will have a positive influence on Organisational 

Climate for Innovation. 

 

To examine the influence of transformational leadership on climate for innovation, 

Anderson and Gerbig‘s (1988) two-step latent factor structural equation modelling 

approach was used. The structural model examined the relationship between 

transformational leadership and climate for innovation and consisted of nine items 

measuring transformational leadership (IIA2, IIA3, IIB4, IM3, IM4, IS1, IS3, IS4 and 

IC4) and 18 items measuring climate for innovation among managers in Malaysian GLCs 

(C4, C8, IT19, IT20, IT21, IT22, P26, P27, P28, CO31, CO32, CO35, IS36, IS37, IS38, 

D41, D43 and D46). The first model (M1) yielded less than ideal NFI, CFI, GFI, RMR 

and high RMSEA (NFI = 0.64, CFI = 0.67, GFI = 0.54, RMR = 0.0975 and RMSEA = 
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0.174) requiring improvement to the measurement model for it to be accepted (Table 

4.21). 

 

In order to obtain a better model fit, respecification was conducted. One measurement 

indicator (IM3) relating to transformational leadership and 10 indicators (IT19, IT20, 

IT21, IT22, P26, P27, P28, CO31, CO32 and CO35) relating to climate for innovation 

were dropped due to low loadings (< 0.5). The standardised residual covariance was 

analysed to see whether there were discrepancies between the proposed model and the 

estimated model and to identify which caused problems (> |0.4| will cause an 

unacceptable degree of error). Following this, item IIA3 relating to transformational 

leadership and items C4, D41 and D43 relating to climate for innovation were dropped 

from M1. The revised model (M2) consisted of seven items of transformational leadership 

and five items related to organisational climate for unnovation and indicated a good fit 

(NFI = 0.92, CFI = 0.96, GFI = 0.92, RMR = 0.0420 and RMSEA = 0.078) (Table 4.21). 

χ
2 

to df ratio of 3.0 was deemed good. Both constructs were allowed to freely correlate, so 

that model fit indices reflected the adequacy of the proposed relationships between the 

constructs and their indicators.  

 

The results of the structural model (Table 4.22 and Figure 4.5) show a positive 

relationship (γ = 0.48; p < 0.05) between transformational leadership and climate for 

innovation. Thus, it is concluded that H1 is supported. Measurement indicators IIA3 (λx = 

0.53, p < 0.05), IIB4 (idealised influence — behaviour: emphasises the importance of 

having a collective sense of mission, λx = 0.70, p < 0.05), IM4 (inspirational motivation: 
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expresses confidence that goals will be achieved, λx = 0.48, p < 0.05 ), IS1 (intellectual 

stimulation: re-examines critical assumptions to question whether they are appropriate, λx 

= 0.55, p < 0.05), IS3 (intellectual stimulation: gets me to look at problems from many 

different angles, λx = 0.78, p < 0.05), IS4 (intellectual stimulation: suggests new ways of 

looking at how to complete assignments, λx = 0.69, p < 0.05) and IC4 (individualised 

consideration: helps me to develop my strengths, λx = 0.83, p < 0.05 ) showed positive 

and significant loadings on the transformational leadership construct while C8 (people 

here take a sincere interest in their work, λy = 0.58, p < 0.05),  IS36 (people here receive 

support and encouragement when presenting new ideas, λy = 0.81, p < 0.05), IS37 

(people usually feel welcome when presenting new ideas here, λy = 0.91, p < 0.05), IS38 

(people here are usually accepting of new ideas, λy = 0.80, p < 0.05) and D46 (a diversity 

of perspectives is allowed here, λy = 0.66, p < 0.05) showed positive and significant 

loadings on the climate for innovation construct. This explains that transformational 

leadership has a positive and significant influence on the three specific dimensions of 

climate for innovation (challenge, idea support and debate). 
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Table 4.21: Confirmatory Factor Analysis: Goodness-of-fit Indices for 

Transformational Leadership and Organisational Climate for Innovation 

Goodness of fit M1 M2 

Chi-square χ
2
 2293.0,  P < 0.000 121.4,  P < 0.000 

Degrees of Freedom 323 53 

RMR 0.0975 0.0420 

SRMR 0.141 0.0634 

GFI 0.54 0.92 

CFI 0.47 0.96 

NFI 0.64 0.94 

RMSEA 0.174 0.078 

Note. CFI = comparative fit index; GFI = goodness-of-fit index; M1 = Model 1; M2 = Model 

2; NFI = normed fit index; RMR = root mean square residual; RMSEA = root mean squared 

error of approximation; SRMR = standardised root mean square residual 
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Table 4.22: Structural Parameter Estimates for the Structural Model linking 

Transformational Leadership to Organisational Climate for Innovation 

Structural Path M1 M2 

  Std. Loadings T values Std. Loadings T values 

  

Transformational Leadership (TL) 

    TL          IIA2 0.51 9.58* - - 

TL          IIA3 0.57 9.39* 0.53 9.51* 

TL          IIB4 0.71 8.65* 0.70 8.66* 

TL          IM3 0.49 9.63* - - 

TL          IM4 0.54 9.50* 0.48 9.63* 

TL          IS1 0.53 9.52* 0.55 9.42* 

TL          IS3 0.74 8.36* 0.78 7.80* 

TL          IS4 0.70 8.72* 0.69 8.72* 

TL          IC4 0.80 7.64* 0.83 6.86* 

   
  

Organisational Climate for Innovation 

(OCFI)      

  

  

OCFI           C4 0.56 9.62* - - 

OCFI           C8 0.62 9.43* 0.58  9.57* 

OCFI           IT19 0.39 9.89* - - 

OCFI           IT20 0.46 9.80* - - 

OCFI           IT21 0.49 9.75* - - 

OCFI           IT22 0.41 9.86* - - 

OCFI           P26 0.36 9.82* - - 

OCFI           P27 

OCFI           P28 

0.40 9.83* - - 

0.34 9.94* - - 
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OCFI          CO31       –0.16 10.05* - - 

OCFI          CO32       –0.17 10.05* - - 

OCFI          CO35       –0.20 10.03* - - 

OCFI          IS36 0.73 8.88* 0.81  8.04* 

OCFI          IS37 0.81 8.16* 0.91  4.85* 

OCFI          IS38 0.76 8.64* 0.80  8.10* 

OCFI          D41 0.62 9.44* - - 

OCFI          D43 0.64 9.38* - - 

OCFI          D46 0.73 8.91* 0.66  9.30* 

 

Relationship between latent constructs 

TL          OCFI 

 

 

0.54 

 

 

 4.80* 0.48 5.04* 

*significant level at p < 0.05 

Note. C = challenge; CO = conflict; D = debate; IIA = idealised influence – attribute; IIB = idealised 

influence – behaviour;  IM = inspirational motivation; IS = intellectual stimulation; IT = ideas time; M1 = 

Model 1; M2 = Model 2; P = playfulness  

 

 

 

 

 

 

 

 

 

 



203 
 

Figure 4.5: Structural Model showing Relationship between Transformational Leadership 

and Organisational Climate for Innovation 

 

 

 

Chi-square = 121.4, df = 53, P-Value = 0.00032, RMSEA = 0.078 

Note. C = challenge; D = debate; IC = individualised consideration; IIA = idealised influence – attribute; 

IIB = idealised influence – behaviour; IM = inspirational motivation; IS = intellectual stimulation; OCFI = 

organisational climate for innovation; RMSEA = root mean squared error of approximation; TL = 

transformational leadership 
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4.7.1 Discussion of the Relationship between Transformational Leadership and 

Organisational Climate for Innovation  

Examination of the relationship between transformational leadership and organisational 

climate for innovation yielded that transformational leadership has a positive and 

significant relationship with climate for innovation, showing that H1 is supported. This 

explains that leaders who exhibit transformational behaviour will, with high probability, 

create a more conducive organisational climate for innovation. The result is in line with 

studies reviewed earlier (Politis, 2004; Jung et al., 2008; Sarros et. al., 2008) which show 

that this specific leadership behaviour plays a considerable role as a predictor for a 

positive organisational climate where innovation will thrive.  

 

From the results and path diagram (Figure 4.5), it is evident that of the transformational 

leadership dimensions related to intellectual stimulation, idealised influence, specifically, 

had higher loadings and contributed to a positive relationship climate for innovation 

where higher loadings were seen in the dimensions related to idea support, debate and 

challenge. Bass and Avolio (1994) highlighted that through intellectual stimulation, 

transformational leaders question assumptions and thereby stimulate their followers‘ 

efforts to be innovative, creative and approach old situations in new or novel ways. 

Similarly, Wang and Rode (2010) opined that transformational leaders expect followers 

to question notions or beliefs, challenge the status quo and seek opportunities with 

potentially better approaches to their work, thus demonstrating the dimension of 

intellectual stimulation (Hater & Bass, 1988; Bass et al., 2003). According to Cheung and 

Wong (2011), in terms of intellectual stimulation, followers are encouraged to fulfil their 

intellectual curiosity and use unlimited imagination while challenging them to use 
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unconventional approaches to think about problems and generate unique ideas, thus 

creating high levels of creativity and innovation. A challenging environment enhances the 

climate for innovation (Isaksen et al., 2001). 

 

Apart from intellectual stimulation, transformational leaders employ the dimension of 

inspiration motivation by stressing the importance of employees‘ contributions to the 

organisation, which motivates employees to develop and offer more ideas to enhance 

organisational performance (Bass, 1990; Wang & Rode, 2010).  

 

Studies by Scott and Bruce (1994), Shalley and Gilson (2004) and Kissi et al. (2012) 

highlight that when leaders provide strong support, challenge employees‘ thinking and 

provide autonomy or freedom, which are distinctly transformational behaviours, it 

inevitably sends a signal that the work environment is perceived as one which is 

supportive of innovation, thus leading to a positive climate for innovation. Apart from the 

benefits of setting clear visions and goals, providing information and constructive 

feedback (Zhou, 2003), Gaspersz (2005) indicates that to promote an innovative 

environment, promoting or encouraging open communication and sharing of knowledge, 

creating an environment which has tolerance for failure (Woodman et al., 1993), and 

setting challenging targets are crucial ingredients to create the right climate. 

 

In terms of the dimension of debate, which was shown to be a significant predictor of 

climate for innovation, transformational leaders who promote intellectual stimulation, 

contribute to the development of what is termed as ‗conflict openness norms‘ (De Dreu, 
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Harinck, & Van Vianen, 1999), where there is open debate and confrontation between 

employees (Lovelace, Shapiro & Weingart, 2001). As for idea support, which was found 

to be a prominent dimension of climate for innovation construct, it is academic that the 

transformational leadership dimension of intellectual stimulations will relate strongly to 

the dimension labelled idea support and is demonstrated in the results obtained. 

 

4.8 Relationship between Transformational Leadership and 

Innovative Work Behaviour 

Past studies, for example, Pieterse et al. (2010), Reuvers et al. (2008) and Shin and Zhou 

(2003) suggest that there exists a relationship between transformational leadership and 

innovative work behaviour. Based on these studies, the following hypothesis is posited 

and tested: 

H2: Transformational Leadership will have a positive influence on Innovative Work 

Behaviour. 

 

The structural model which examined the relationship between transformational 

leadership and innovative work behaviour consisted of nine items measuring 

transformational leadership (IIA2, IIA3, IIB4, IM3, IM4, IS1, IS3, IS4 and IC4) and 

seven items measuring innovative work behaviour among managers in Malaysian GLCs 

(IWBIG1, IWBIG2, IWBIG3, IWBIP4, IWBIR7, IWBIR8 and IWBIR9). The first model 

(M1) yielded less than ideal NFI, CFI, GFI, RMR and high RMSEA (NFI = 0.85, CFI = 

0.87, GFI = 0.74, RMR = 0.1100 and RMSEA = 0.149) requiring improvement to the 

measurement model for it to be accepted (Table 4.23). 
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To obtain a better model fit, respecification was conducted. The standardised residual 

covariance was analysed to see whether there were discrepancies between the proposed 

model and the estimated model and to identify which caused problems (> |0.4| will cause 

an unacceptable degree of error). Items IIA2, IIA3 and IM4 related to transformational 

leadership and items IWBIG2, IWBIG3, IWBIR7 and IWBIR8 related to innovative 

work behaviour were dropped from M1. The revised model (M2) consisting of six items 

related to transformational leadership and three items related to innovative work 

behaviour indicated a good fit (NFI = 0.95, CFI = 0.97, GFI = 0.95, RMR = 0.0673 and 

RMSEA = 0.079) (Table 4.23). χ
2 

to df ratio of 2.3 was deemed good. Both constructs 

were allowed to freely correlate, so that model fit indices reflected the adequacy of the 

proposed relationships between the constructs and their indicators.  

 

The results of the structural model (Table 4.24 and Figure 4.6) showed a positive 

relationship (γ = 0.38; p < 0.05) between transformational leadership and innovative 

work behaviour. Thus, it is concluded that H2 is supported. Measurement indicators IIB4 

(idealised influence: emphasises the importance of having a collective sense of mission, 

λx = 0.72, p < 0.05), IS1 (intellectual stimulation: re-examines critical assumptions to 

question whether they are appropriate, λx = 0.54, p < 0.05), IS3 (intellectual stimulation: 

gets me to look at problems from many different angles, λx = 0.77, p < 0.05), IS4 

(intellectual stimulation: suggests new ways of looking at how to complete assignments, 

λx = 0.72, p < 0.05), IM4 (inspirational motivation: expresses confidence that goals will 

be achieved, λx = 0.49, p < 0.05) and IC4 (individualised consideration: helps me to 

develop my strengths, λx = 0.80, p < 0.05) showed positive and significant loadings on the 
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transformational construct, while all indicators IWBIG1 (idea generation: creating new 

ideas for difficult issues, λy = 0.65, p < 0.05), IWBIP4 (idea promotion: acquiring 

approval for innovative ideas, λy = 0.87, p < 0.05) and IWBIR9 (idea realisation: 

evaluating the utility of innovative ideas, λy = 0.88, p < 0.05) showed positive and 

significant loadings on innovative work behaviour. This explains that transformational 

leadership has a positive and significant influence on all three dimensions of innovative 

work behaviour (idea generation, idea promotion and realisation).  
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Table 4.23: Confirmatory Factor Analysis: Goodness-of-fit Indices for 

Transformational Leadership and Innovative Work Behaviour 

Goodness of fit M1 M2 

Chi-square χ
2
 566.81.0,  P < 0.000 54.3,  P < 0.000 

Degrees of Freedom 103 24 

RMR 0.1100 0.0673 

SRMR 0.0913 0.0596 

GFI 0.74 0.95 

CFI 0.87 0.97 

NFI 0.85 0.95 

RMSEA 0.149 0.079 

Note. CFI = comparative fit index; GFI = goodness-of-fit index; NFI = normed fit index; M1 = 

Model 1; M2 = Model 2; RMR = root mean square residual; RMSEA = root mean squared 

error of approximation; SRMR = standardised root mean square residual 
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Table 4.24: Structural Parameter Estimates for the Structural Model Linking 

Transformational Leadership to Innovative Work Behaviour 

 

Structural Path M1 M2 

  Std. Loadings T values Std. Loadings T values 

Transformational Leadership (TL) 

    TL          IIA2 0.54 9.49* - - 

TL          IIA3 0.57 9.38* - - 

TL          IIB4 0.72 8.51* 0.72 8.30* 

TL          IM3 0.49 9.61* - - 

TL          IM4 0.54 9.47* 0.49 9.57* 

TL          IS1 0.53 9.52* 0.54 8.93* 

TL          IS3 0.74  8.31* 0.77 7.48* 

TL          IS4 0.71  8.59* 0.72 8.18* 

TL          IC4 0.78 7.75* 0.80 6.97* 

     Innovative Work Behaviour (IWB)        
  

IWB         IWBIG1 0.69  9.61* 0.65 9.06* 

IWB         IWBIG2 0.67  9.66* - - 

IWB         IWBIG3 0.79  9.23* - - 

IWB         IWBIP4 0.84  8.85* 0.87 4.45* 

IWB         IWBIR7 0.92  7.37* - - 

IWB         IWBIR8 0.90  7.79* - - 

IWB         IWBIR9 0.90  7.74* 0.88 4.31* 

Relationship between latent constructs 

TL          IWB 0.33 

 

3.78* 0.38 4.45* 

*significant level at p < 0.05 

Note.IC = individualised consideration; IIA = idealised influence – attribute; IIB = idealised influence – behaviour; IM 

= inspirational motivation; IS = intellectual stimulation; IWBIG = innovative work behaviour idea generation; IWBIP = 

innovative work behaviour idea promotion; IWBIR = innovative work behaviour idea realisation;  
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Figure 4.6: Structural Model Showing Relationship between Transformational Leadership 

and Innovative Work Behaviour 

 

 

Chi-square = 54.3, df = 24, P-Value = 0.00014, RMSEA = 0.079 

Note. IC = individualised consideration; IIB = individualised influence behaviour; IM = inspirational 

motivation; IS = intellectual stimulation; IWB = innovative work behaviour; IWBIG = innovative work 

behaviour idea generation; IWBIP = innovative work behaviour idea promotion; IWBIR = innovative work 

behaviour idea realisation; TL = transformational leadership 

 

 

 

 

 

 

 

 

0.65 

IWBIG1 

0.87 

0.88 

0.38 

0.80 

0.72 

0.49 

0.72 

IS4 

IS3 

IS1 

IM4 

IWBIR9 

IWBIP4 

0.54 

0.77 

IC4 

IIB4 

TL IWB 



212 
 

4.8.1 Discussion of the Relationship between Transformational Leadership and 

Innovative Work Behaviour 

From results of the study it is found that transformational leadership has a positive and 

significant relationship with innovative work behaviour, showing that leaders who exhibit 

transformational behaviour play a contributing role in enhancing the innovative work 

behaviour of their followers. This result is in agreement with outcomes of studies by 

Kahai et al. (2003), Shin and Zhou (2003) and Reuvers et al. (2008) which were reviewed 

earlier and which showed a positive impact of transformational leadership on innovative 

work behaviour. De Jong and Den Hartog (2007) found that intellectual stimulation, an 

aspect of transformation leadership, had a positive effect on employee innovation. Lee 

and Jung (2006), in a study based on Taiwanese companies, stated that transformational 

leadership encouraged individual innovative abilities. Imran, Zaheer and Noreen (2011) 

concluded that leadership styles had an impact in encouraging employees‘ innovativeness 

and that the major stimulants were leader participation, vision, support and motivation, 

all of which are close attributes of transformational leadership.  

 

From the parameter loadings and path diagram (Figure 4.6), it is evident that the 

transformational leadership dimensions related to intellectual stimulation, idealised 

influence and individualised consideration specifically had higher loadings and 

contributed to a positive relationship to innovative work behaviour where high loadings 

were seen in the dimensions related to idea generation, idea promotion and idea 

realisation. This is an important indication, as Janssen (2000) maintained that innovative 

work behaviour consists of three interrelated behavioural tasks: idea generation, idea 

promotion and idea realisation. Thus, the extent of innovative behaviour is truly captured. 
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Transformational leaders tend to leverage on empowerment instead of control. These 

leaders challenge the thoughts, imagination and innovativeness of followers through 

intellectual stimulation, and effectively communicate their values and beliefs (Bass & 

Avolio, 1990; Conger, 1999; Wang & Rode, 2010; Cheung & Wong, 2011). They also 

encourage their employees to reassess their past and present behaviour, assess any gaps 

and to try novel and innovative ways to solve problems and achieve goals (Bass & 

Avolio, 1990).   

 

Apart from intellectual stimulation, transformational leaders demonstrate individualised 

consideration (another dimension found to have significant loading) by listening to, and 

caring about the needs of their followers while directing their effort towards individual 

development and goal attainment (Bass & Avolio, 1990; Kark, Shamir, & Chen 2003; 

Wang & Rode, 2010). These efforts of transformational leaders may enhance the levels 

of intrinsic motivation of their followers, enhancing their identification with their leader, 

increasing their desire to take on greater responsibilities as well as more challenging 

goals while facilitating the individual‘s innovative efforts (Mumford, et al., 2002; Dvir, 

Eden, Avolio, & Shamir 2002; Gong, Huang & Farh 2009). All of the above provides 

support to the results reported and explains the plausible rationale behind the positive 

impact that transformational leadership has on innovative work behaviour. 
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4.9 Relationship between Transformational Leadership and 

Organisational Performance 

Past studies, for example, DeGroot et al. (2000), Lowe and Galen (1996) and Rowold 

(2011) suggest that there exists a relationship between transformational leadership and 

organisational performance. Based on these studies, the following hypothesis is posited 

and tested: 

H3: Transformational leadership will have a positive influence on Organisational 

Performance. 

 

The structural model which examined the relationship between transformational 

leadership and organisational performance consisted of nine items measuring 

transformational leadership (IIA2, IIA3, IIB4, IM3, IM4, IS1, IS3, IS4 and IC4) and 

seven items measuring organisational performance (OP3, OP4, OP6, OP7, OP8, OP9 and 

OP11). The first model (M1) yielded less than ideal NFI, CFI, GFI, RMR and high 

RMSEA (NFI = 0.86, CFI = 0.90, GFI = 0.81, RMR = 0.0546 and RMSEA = 0.115) 

requiring improvement to the measurement model for it to be accepted (Table 4.25). 

 

To obtain a better model fit, respecification was conducted. The measurement indicator 

IM3 relating to transformational leadership was dropped due to low loadings (< 0.5). The 

standardised residual covariance was analysed to see whether there were discrepancies 

between the proposed model and the estimated model and to identify which caused 

problems (> |0.4| will cause an unacceptable degree of error). Two measurement 

indicators (IIA2 and IM4) relating to transformational leadership and indicators OP3, 
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OP4 and OP9 relating to organisational performance were dropped from M1. The revised 

model (M2) consisting of six items relating to transformational leadership and four items 

relating to organisational performance indicated a good fit (NFI = 0.95, CFI = 0.98, GFI 

= 0.95, RMR = 0.0294 and RMSEA = 0.052) (Table 4.25). χ
2 

to df ratio of 1.5 was 

deemed good. Both constructs were allowed to freely correlate, so that model fit indices 

reflected the adequacy of the proposed relationships between the constructs and their 

indicators.  

 

The results of the structural model (Table 4.26 and Figure 4.7) showed a positive 

relationship (γ = 0.44; p < 0.05) between transformational leadership and organisational 

performance. Thus, it is concluded that H6 is supported. Measurement indicators IIA3 

(idealised influence — attribute: acts in ways that builds my respect, λx = 0.53, p < 0.05), 

IIB4 (idealised influence — behaviour: emphasises the importance of having a collective 

sense of mission, λx = 0.70, p < 0.05), IS1 (intellectual stimulation: re-examines critical 

assumptions to question whether they are appropriate, λx = 0.56, p < 0.05), IS3 

(intellectual stimulation: gets me to look at problems from many different angles, λx = 

0.79, p < 0.05), IS4 (intellectual stimulation: suggests new ways of looking at how to 

complete assignments, λx = 0.70, p < 0.05) and IC4 (individualised consideration: helps 

me to develop my strengths, λx = 0.81, p < 0.05) showed positive and significant loadings 

on the transformational construct, while indicators OP6 (relationship between 

management and other employees relative to the competitors, λy = 0.70, p < 0.05), OP7 

(relationship between employees in general relative to the competitors, λy = 0.67, p < 

0.05), OP8 (marketing effort relative to the competitors, λy = 0.56, p < 0.05)  and OP11 
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(market share relative to the competitors, λy = 0.70, p < 0.05) showed positive and 

significant loadings on organisational performance. This explains that transformational 

leadership has a positive and significant influence on the dimensions of organisational 

performance, specifically, people management and marketing performance. 
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Table 4.25: Confirmatory Factor Analysis: Goodness-of-fit Indices for 

Transformational Leadership and Organisational Performance 

 

Goodness of fit M1 M2 

Chi-square χ
2
 379.5,  P < 0.000 52.23,  P < 0.02 

Degrees of Freedom 103 34 

RMR 0.0546 0.0294 

SRMR 0.0754 0.0438 

GFI 0.81 0.92 

CFI 0.90 0.98 

NFI 0.86 0.95 

RMSEA 0.115 0.052 

 
Note. CFI = comparative fit index; GFI = goodness-of-fit index; M1 = Model 1; M2 = Model 

2; NFI = normed fit index; RMR = root mean square residual; RMSEA = root mean squared 

error of approximation; SRMR = standardised root mean square residual 
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Table 4.26: Structural Parameter Estimates for the Structural Model linking 

Transformational Leadership to Organisational Performance 

Structural Path M1 M2 

  Std. Loadings T values Std. Loadings T values 

Transformational Leadership (TL) 

    TL          IIA2 0.53 9.53* - - 

TL          IIA3 0.57 9.40* 0.53 9.47* 

TL          IIB4 0.72 8.52* 0.70 8.53* 

TL          IM3 0.48 9.65* - - 

TL          IM4 0.54 9.49* - - 

TL          IS1 0.52 9.54* 0.56 9.35* 

TL          IS3 0.74 8.37* 0.79 7.39* 

TL          IS4 0.72 8.59* 0.70 8.58* 

TL          IC4 0.79 7.72* 0.81 7.03* 

     Organisational Performance (OP)        
  

OP         OP3 0.77 8.05* - - 

OP         OP4 0.82 7.10* - - 

OP         OP6 0.68 8.88* 0.70 7.11* 

OP         OP7 0.55 9.48* 0.67 7.52* 

OP         OP8 0.58 9.38* 0.56 8.67* 

OP         OP9 0.65 9.03* - - 

OP         OP11 0.71 8.68* 0.70 7.11* 

Relationship between latent constructs 

TL          OP 

 

0.47 

 

4.89* 

 

0.44 

 

4.88* 

*significant level at p < 0.05 

Note. IC = individualised consideration; IIA = idealised influence – attribute; IIB = idealised influence – 

behaviour; IM = inspirational motivation; IS = intellectual stimulation; M1 = Model 1; M2 = Model 2 
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Figure 4.7: Structural Model Showing Relationship between Transformational Leadership 

and Organisational Performance 

 

 

Chi-square = 52.23, df = 34, P-Value = 0.0231, RMSEA = 0.052 

Note. IC = individualised consideration; IIA = idealised influence – attribute; IIB = idealised influence – 

behaviour; IS = intellectual stimulation; OP = organisational performance; TL = transformational 

leadership 
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4.9.1 Discussion of the Relationship between Transformational Leadership and 

Organisational Performance 

The results from the hypothesised model provide empirical support for the positive 

impact of transformational leadership on organisational performance in the context of 

Malaysian GLCs. It is evident that behaviours of leaders who are transformational in 

nature have a significant effect on improving the performance of an organisation. These 

findings substantiate past research that has shown that there is a positive relationship 

between transformational leadership and organisational performance.  For example, a 

study of department heads in Canadian financial institutions found that transformational 

leadership predicted departmental performance (Howell & Avolio, 1993). In more recent 

research by Noruzy, Dalfard, Azhdari, Nazari and Rezazadeh (2013) based on Iranian 

manufacturing companies, apart from an impact on organisational innovation, 

transformational leadership also was reported to have a positive impact on organisational 

performance.  

 

In terms of the impact on performance in the context of public enterprises, the results 

obtained echo work by Muterera (2012) who examined the impact of transformational 

leadership behaviours on organisational performance within governmental entities in the 

United States, reporting that transformational leadership behaviours have a significant 

impact on organisational performance. Results from a multi-source survey of chief 

executive officers (CEOs) and their top management teams in 121 organisations by Ling, 

Simsek, Lubatkin and Veiga (2008) found that transformational CEOs had a significant, 

direct effect on both objective and perceived organisational performance. Unlike most 

studies that relied on objective performance only, the present work measured operational 
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performance based on perception of employees, thus the results lend support to the 

outcome of Ling et al.‘s (2008) work in terms of using perception based measures as a 

dependent variable. 

 

From the results and path diagram (Figure 4.7), it is evident that the transformational 

leadership dimensions related to intellectual stimulation, idealised influence and 

individualised consideration had higher loadings and contributed to a positive 

relationship with organisational performance. This is in line with results of work by Ling, 

et al. (2008) who reported that leaders who focus on the transformational leadership 

dimensions of intellectual stimulation and inspirational motivation are able to positively 

impact organisational performance. 

 

Wang and Rode (2010) stress that transformational leaders expect followers to question 

notions or beliefs, challenge the status quo and seek opportunities of potentially better 

approaches to their work — all of which denotes the dimension of intellectual stimulation 

(Hater & Bass, 1988; Bass et al., 2003) that showed high loadings in the analysis. It 

appears that transformational leadership behaviour that facilitates task accomplishment 

by offering intellectual stimulation, which encompasses new or novel ways of framing 

and solving problems, will have a positive influence on performance (Xenikou & Simosi, 

2006). Through intellectual stimulation, transformational leaders question assumptions 

and seek opportunities with potentially better approaches to their work (Hater & Bass, 

1988; Bass et al., 2003; Wang & Rode, 2010) which may result in the creation of 
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sustainable competitive advantages that, in turn, should translate to enhanced 

organisational performance. 

 

The present findings also substantiate the claim that transformational leaders, through the 

dimension of idealised influence, captivate employees and urge them on to new and 

challenging goals or objectives, raise the employees‘ awareness of the desired 

organisational outcome, push employees to contribute to the organisation beyond the 

standard requirements of their official job description through personal motivation and 

self-confidence and enhance the abilities of their employees (Vigoda- Gadot, 2006; 

Walumbwa & Hartnell, 2011). The findings also suggests that leaders who display 

visionary, inspirational or charismatic, and goal-oriented behaviours (all of which are 

traits of the idealised influence dimension), positively impact the performance of the 

organisation. Organisational change can be pivotal for organisations facing challenges in 

the macro-environment which they may be less equipped to address, and the change 

begins with the employees (Ongori, 2009). It can be crucial, not just for survival, but also 

as a vehicle to create an edge over its competitors. This requires members in the 

organisation to first personally embrace the change before embarking on the process. 

What makes a transformational leader stand out is their ability to motivate the 

organisation to change in constructive ways with the ultimate goal of being better than 

the competition. Transformational leaders develop systems that provide direction, energy 

and enthusiasm while creating a conducive environment for learning and innovation in 

the organisation in order to improve performance (Liao & Chuang, 2007; Morales et al., 

2008; Tushman & Nadler, 1986). Eden (1992) stresses that leaders who convey high 
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expectations are able to effectively elevate the self-efficacy and motivation of their 

employees and, ultimately, influence their effort and performance. 

 

Walumbwa and Hartnell (2011) argue that while organisational leaders should rely on a 

leadership style that cultivates highly motivated employees in order to achieve 

organisational goals, it is equally important to note and take into account the individual 

differences among members of the organisation. Transformational leaders engage in 

individualised consideration (the third dimension found to be a significant predictor) 

where a leader makes a concerted effort to establish employees‘ needs and assess 

individual capabilities in order to find ways to equip them, provide direction and give 

positive feedback. These conditions can provide opportunities for individuals to realise 

their full potential and potentially bring benefits to the organisation as a whole. When all 

players in the organisation perform at an optimum level, it can translate to better 

organisational efficiencies and effectiveness leading to improved performance. 

 

4.10 Relationship between Organisational Climate for Innovation and 

Innovative Work Behaviour  

Past studies, for example, De Jong and Den Hartog (2010), Kheng and Mahmood (2013), 

and Montes et al. (2004) suggest that there exists a relationship between climate for 

innovation and innovative work behaviour. Based on these studies, the following 

hypothesis is posited and tested: 

H4: Organisational Climate for Innovation will have a positive influence on 

Innovative Work Behaviour. 
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The structural model which examined the relationship between climate for innovation 

and innovative work behaviour, consisted of 18 items measuring climate for innovation 

(C4, C8, IT19, IT20, IT21, IT22, P26, P27, P28, CO31, CO32, CO35, IS36, IS37, IS38, 

D41, D43 and D46) and seven items measuring innovative work behaviour among 

managers in Malaysian GLCs (IWBIG1, IWBIG2, IWBIG3, IWBIP4, IWBIR7, IWBIR8 

and IWBIR9). The first model (M1) yielded less than ideal NFI, CFI, GFI, RMR and high 

RMSEA (NFI = 0.72, CFI = 0.74, GFI = 0.53, RMR = 0.104 and RMSEA = 0.181) 

requiring improvement to the measurement model for it to be accepted (Table 4.27). 

 

To obtain a better model fit, respecification was conducted. Ten measurement indicators 

(IT19, IT20, IT21, IT22, P26, P27, P28, CO31, CO32 and CO35) relating to climate for 

innovation were dropped due to low loadings (< 0.5). The standardised residual 

covariance was analysed to see whether there were discrepancies between the proposed 

model and the estimated model and to identify which caused problems (> |0.4| will cause 

an unacceptable degree of error). Items C4, C8, D43 and D46 related to climate for 

innovation and items IWBIG1, IWBIG2 and IWBIR7 related to innovative work 

behaviour were dropped from M1. The revised model (M2) consisted of eight items and 

indicated a good fit (NFI = 0.97, CFI = 0.98, GFI = 0.95, RMR = 0.0527 and RMSEA = 

0.079) (Table 4.27). χ
2 

to df ratio of 3.0 was deemed good. Both constructs were allowed 

to freely correlate, so that model fit indices reflected the adequacy of the proposed 

relationships between the constructs and their indicators.  
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The results of the structural model (Table 4.28 and Figure 4.8) showed a positive 

relationship (β = 0.60; p < 0.05) between climate for innovation and innovative work 

behaviour. Thus, it is concluded that H3 is supported. Measurement indicators IS36 

(people here receive support and encouragement when presenting new ideas, λy = 0.81, p 

< 0.05), IS37 (people usually feel welcome when presenting new ideas here, λy = 0.90, p 

< 0.05), IS38 (people here are usually accepting of new ideas, λy = 0.81, p < 0.05) and 

D41 (many different points of view are shared here during discussion, λy = 0.49, p < 

0.05) showed positive and significant loadings on the climate for innovation construct 

while IWBIG3 (idea generation: searching out new working methods, techniques or 

instruments, λy = 0.76, p < 0.05), IWBIP4 (idea promotion: acquiring approval for 

innovative ideas, λy = 0.84, p < 0.05), IWBIR8 (idea realisation: making important 

organisational members enthusiastic for innovative ideas, λy = 0.88, p < 0.05) and 

IWBIR9 (idea realisation: evaluating the utility of innovative ideas, λy = 0.93, p < 0.05) 

showed positive and significant loadings on innovative work behaviour. This explains 

that climate for innovation has a positive and significant influence on all three 

dimensions of innovative work behaviour (idea generation, idea promotion and 

realisation). 
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Table 4.27: Confirmatory Factor Analysis: Goodness-of-fit Indices for 

Organisational Climate for Innovation and Innovative Work Behaviour 

Goodness of fit M1 M2 

Chi-square χ
2
 2083.81,  P < 0.0000 43.36,  P < 0.0012 

Degrees of Freedom 274 19 

RMR 0.1040 0.0527 

SRMR 0.1360 0.0511 

GFI 0.53 0.95 

CFI 0.74 0.98 

NFI 0.72 0.97 

RMSEA 0.181 0.079 

Note. CFI = comparative fit index; GFI = goodness-of-fit index; M1 = Model 1; M2 = Model 2; 

NFI = normed fit index; RMR = root mean square residual; RMSEA = root mean squared error 

of approximation; SRMR = standardised root mean square residual 
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Table 4.28: Structural Parameter Estimates for the Structural Model linking 

Organisational Climate for Innovation to Innovative Work Behaviour 

 

Structural Path M1 M2 

  Std. Loadings T values Std. Loadings T values 

 

Climate for Innovation (OCFI)      

  

  

OCFI         C4 0.56   9.62* - - 

OCFI         C8 0.62   9.46* - - 

OCFI         IT19 0.37  9.92* - - 

OCFI         IT20 0.43  9.86* - - 

OCFI         IT21 0.46  9.81* - - 

OCFI         IT22 0.38  9.91* - - 

OCFI         P26 0.35  9.94* - - 

OCFI         P27 0.44  9.85* - - 

OCFI         P28 0.33  9.96* - - 

OCFI         CO31       –0.17  10.05* - - 

OCFI         CO32       –0.17  10.05* - - 

OCFI         CO35       –0.20  10.03* - - 

OCFI        IS36 0.74  8.91* 0.81 7.72* 

OCFI        IS37 0.81  8.20* 0.90 4.79* 

OCFI        IS38 0.78  8.57* 0.81 7.69* 

OCFI         D41 0.62  9.45* 0.49 9.72* 

OCFI         D43 0.65  9.34* - - 

OCFI         D46 0.74  8.87* - - 
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Innovative Work Behaviour (IWB)      

  

  

IWB         IWBIG1 0.68  9.63* - - 

IWB         IWBIG2 0.66  9.68* - - 

IWB         IWBIG3 0.79  9.23* 0.76  9.06* 

IWB         IWBIP4 0.84  8.86* 0.84  8.25* 

IWB         IWBIR7 0.91  7.53* - - 

IWB         IWBIR8 0.90  7.91* 0.88  7.33* 

IWB         IWBIR9 0.91  7.65* 0.93   5.18* 

 

Relationship between latent constructs 

OCFI          IWB 0.62 

 

 

7.09* 0.60 7.53* 

*significant level at p < 0.05 

Note. C = challenge; CO = conflict; D = debate; IS = intellectual stimulation; IT = ideas time; IWBIG = 

innovative work behaviour idea generation; IWBIP = innovative work behaviour idea promotion; IWBIR = 

innovative work behaviour idea realisation; M1 = Model 1; M2 = Model 2; P = playfulness 
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Figure 4.8: Structural Model showing Relationship between Organisational Climate for 

Innovation and Innovative Work Behaviour 

 

 

Chi-square = 43.36, df = 19, P-Value = 0.00120, RMSEA = 0.079 

Note. D = debate; IS = intellectual stimulation; OCFI = organisational climate for innovation; IWB = 

innovative work behaviour; IWBIG = innovative work behaviour idea generation; IWBIP = innovative 

work behaviour idea promotion; IWBIR = innovative work behaviour idea realisation; RMSEA = root 

mean squared error of approximation 

 

 

 

 

 

 

 

 

 

0.84 

0.76 

IWBIG3 

0.88 

0.93 

0.60 

0.49 

0.81 

D41 

IS38 

IS37 

IS36 

IWBIG9 

IWBIR8 

IWBIP4 
0.90 

0.81 

OCFI IWB 



230 
 

4.10.1 Discussion of the Relationship between Organisational Climate for 

Innovation and Innovative Work Behaviour 

The foregoing analysis empirically examined the impact of climate for innovation on 

three components: idea generation, idea promotion and idea realisation, which Janssen 

(2000) maintained as the three interrelated behavioural tasks of innovative work 

behaviour. The findings revealed that two specific climate for innovation dimensions 

(debate and idea support) had a significant and positive impact on the innovative work 

behaviour of managers in Malaysian GLCs. This denotes that an innovative climate plays 

a contributing role in enhancing the innovative work behaviour of individuals in an 

organisation.  

 

The findings reported are in agreement with the work of Isaksen and Ekvall (2010) who 

reported that higher levels of debate were conducive to creativity and innovation. Debate 

within a climate is where there is open and healthy opposition of viewpoints and where 

ideas are exchanged and considered for a greater good. For some individuals, having 

contrasting viewpoints or angles induces them to think creatively or innovatively 

(Sternberg, Grigorenko & Singer, 2004). Further, Mumford et al. (2002) also found 

support for the construct of debate and stressed that one of the key elements in creating a 

climate for innovation was the role that leaders play in creating and nurturing an 

environment that supports the development and exchange of diverse ideas or thoughts 

and where invigoration of ideas is encouraged (Mumford & Gustafson, 1988; DiLiello & 

Houghton, 2006).  
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Krause (2004), in his research based in Germany, found that employees‘ innovative 

behaviour reflected in idea generation, evaluation and realisation was amplified when 

their leaders granted them freedom and autonomy. This was echoed by Kissi‘s (2012) 

work that showed the positive role of autonomy and freedom in creating a climate that 

encouraged innovation. Krause (2004) maintains that employees are more likely to 

engage in innovative work behaviours in this type of climate, because freedom and 

autonomy give them the perception that they have a say in how to make improvements 

and are in control to change their situation. There is evidence that there are relationships 

between individual innovation or creativity and climate dimensions related to autonomy, 

freedom, feedback and challenging work (Amabile & Gryskiewicz, 1989; Jaskyte & 

Audrone, 2006; Oldham & Cummings, 1996). In this context, autonomy, freedom and 

feedback can relate to the concept of idea support. 

 

According to Isaksen and Ekvall (2010), the idea support dimension is related to how 

new ideas are treated or managed. Idea support, as a dimension of climate for innovation,  

encourages idea generation where ideas are treated in a receptive way and appraised on 

their feasibility in a fair and supportive way that will lead to individuals having greater 

willingness to try out new ideas. Additionally, creating time, encouraging calculated risks 

and slack (Mumford et al., 2002) may also translate to an improved perception of idea 

support.  

 

According to Odoardi, Battistelli and Montani (2010) if employees perceive their work 

environment to be where their creative and innovative efforts are valued and where their 
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ideas are sincerely appreciated and accepted, they will be more willing or open to accept 

innovation related goals and engage in innovative behaviour. Mumford et al. (2002) 

stress that intellectual stimulation serves as a direct trigger to generate ideas. Apart from 

this, such behaviour also seems to stimulate reflection among employees (De Jong & Den 

Hartog, 2007) which can enhance individual innovativeness. Support for new ideas by 

supportive leaders who listen is critical for the further development and implementation 

of these ideas. Intellectual stimulation involves increasing employees‘ awareness of 

problems and stimulating them to rethink and challenge the status quo (Bass, 1985), 

while providing the right support and building a conducive climate — it may directly 

appeal to an employee to be more innovative. The rationale behind this being that 

employees are more willing to engage in innovative behaviour when they feel challenged 

and feel confident that they will receive constructive feedback to ideas, and there is 

leeway for some degree of experimentation (Denti, 2012) — in other words, when there 

is a positive climate for innovation.  

 

4.11 Relationship between Organisational Climate for Innovation and 

Organisational Performance 

Past studies, for example, King et al. (2007) and Nybakk et al. (2011) suggest that there 

exists a relationship between climate for innovation and organisational performance. 

Based on these studies, the following hypothesis is posited and tested: 

H5: Organisational Climate for Innovation will have a positive influence on 

Organisational Performance. 
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In order to examine the conceptual model, an SEM technique was utilised. The structural 

model which examined the relationship between climate for innovation and innovative 

work behaviour, consisted of 18 items measuring climate for innovation (C4, C8, IT19, 

IT20, IT21, IT22, P26, P27, P28, CO31, CO32, CO35, IS36, IS37, IS38, D41, D43 and 

D46) and seven items (OP3, OP4, OP6, OP7, OP8, OP9 and OP11) measuring the 

perception of organisational performance among managers in Malaysian GLCs. The first 

model (M1) yielded less than ideal NFI, CFI, GFI, RMR and high RMSEA (NFI = 0.68, 

CFI = 0.71, GFI = 0.55, RMR = 0.0895 and RMSEA = 0.173) requiring improvement to 

the measurement model for it to be accepted (Table 4.29) 

 

To obtain a better model fit, respecification was conducted. Due to low loadings, 14 

items relating to organisational climate for innovation (C4, C8, IT19, D41, D43, IT20, 

IT21, IT22, P26, P27, P28, CO31, CO32, and CO35) and item OP9 relating to 

organisational performance were deleted. The standardised residual covariance was 

analysed to see whether there were discrepancies between the proposed model and the 

estimated model and to identify which caused problems (> |0.4| will cause an 

unacceptable degree of error).  Following this, measurement indicator OP3 relating to 

organisational performance was dropped from M1. The revised model (M2) consisted of 

nine items and indicated a good fit (NFI = 0.97, CFI = 0.99, GFI = 0.95, RMR = 0.0183 

and RMSEA = 0.060) (Table 4.29). χ
2 

to df ratio of 1.7 was deemed good. Both 

constructs were allowed to freely correlate, so that model fit indices reflected the 

adequacy of the proposed relationships between the constructs and their indicators.  
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The results of the structural model (Table 4.30 and Figure 4.9) showed a positive 

relationship (β = 0.59; p < 0.05) between climate for innovation and organisational 

performance. Thus, it is concluded that H4 is supported. Measurement indicators IS36 

(people here receive support and encouragement when presenting new ideas, λy = 0.80, p 

< 0.05), IS37 (people usually feel welcome when presenting new ideas here, λy = 0.91, p 

< 0.05), IS38 (people here are usually accepting of new ideas, λy = 0.82, p < 0.05) and 

D46 (a diversity of perspectives is allowed here, λy = 0.67, p < 0.05) showed positive and 

significant loadings on the climate for innovation construct, while OP4 (ability to retain 

essential employees, λy = 0.74, p < 0.05), OP6 (relationship between management and 

other employees, λy = 0.73, p < 0.05), OP7 (relationship between employees in general, 

λy = 0.62, p < 0.05), OP8 (marketing effort, λy = 0.53, p < 0.05) and OP11 (market share, 

λy = 0.74, p < 0.05) showed positive and significant loadings on organisational 

performance. This explains that dimensions of climate for innovation, specifically debate 

and idea support, has a positive and significant influence on organisational performance. 
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Table 4.29: Confirmatory Factor Analysis: Goodness-of-fit Indices for 

Organisational Climate for Innovation and Organisational Performance 

Goodness of fit M1 M2 

Chi-square χ
2
 1921.99,  P < 0.000 45.00,  P < 0.012 

Degrees of Freedom 274 26 

RMR 0.0895 0.0183 

SRMR 0.1390 0.0388 

GFI 0.55 0.95 

CFI 0.71 0.99 

NFI 0.68 0.97 

RMSEA 0.173 0.060 

Note. CFI = comparative fit index; GFI = goodness-of-fit index; M1 = Model 1; M2 = Model 

2; NFI = normed fit index; RMR = root mean square residual; RMSEA = root mean squared 

error of approximation; SRMR = standardised root mean square residual 
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Table 4.30: Structural Parameter Estimates for the Structural Model linking 

Organisational Climate for Innovation to Organisational Performance 

Structural Path M1 M2 

  Std. Loadings T values Std. Loadings T values 

 

Organisational Climate for Innovation 

(OCFI)      

  

  

OCFI          C4 0.39 9.60* - - 

OCFI          C8 0.47 9.40* - - 

OCFI          IT19 0.34 9.92* - - 

OCFI          IT20 0.39 9.85* - - 

OCFI          IT21 0.39 9.79* - - 

OCFI          IT22 0.31 9.89* - - 

OCFI          P26 0.26 9.94* - - 

OCFI          P27 0.34 9.86* - - 

OCFI          P28 0.26 9.96* - - 

OCFI          CO31 -0.12 10.05* - - 

OCFI          CO32 -0.13 10.05* - - 

OCFI          CO35 -0.17 10.03* - - 

OCFI         IS36 0.48 8.91* 0.80 8.03* 

OCFI         IS37 0.61 8.13* 0.91 4.89* 

OCFI         IS38 0.54 8.53* 0.82 7.76* 

OCFI          D41 0.47 9.46* - - 

OCFI          D43 0.48 9.38* - - 

OCFI          D46 

 

0.58 8.93* 

 

0.67 9.20* 
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Organisational Performance (OP)        
  

OP         OP3 0.64 8.33* - - 

OP         OP4 0.65 7.49* 0.74 7.54* 

OP         OP6 0.42 8.79* 0.73 7.71* 

OP         OP7 0.56 9.42* 0.62 8.80* 

OP         OP8 0.51 9.40* 0.53 9.27* 

OP         OP9 0.45 9.01* - - 

OP         OP11 0.58 8.57* 0.74 7.63* 

 

Relationship between latent constructs 

OCFI          OP 0.61 

 

 

6.11* 0.59 6.35* 

*significant level at p < 0.05 

Note. C = challenge; CO = conflict; D = debate; P = playfulness; IS = intellectual stimulation; IT = ideas 

time 
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Figure 4.9: Structural Model showing Relationship between Organisational Climate for 

Innovation and Organisational Performance  

 

 

Chi-square = 45, df = 26, P-Value = 0.00124, RMSEA = 0.060 

Note. D = debate; IS = intellectual stimulation; OCFI = organisational climate for innovation; OP = 

organisational performance; RMSEA = root mean squared error of approximation 
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4.11.1 Discussion of the Relationship between Organisational Climate for 

Innovation and Organisational Performance 

Overall organisational climate for innovation was found to be positively related to 

organisational performance. This finding is consistent with earlier studies by Deshpande 

and Farley (2004), King et al. (2007) and Crespell and Hansen (2009).  An environment 

with a strong climate for innovation can facilitate the creation of committed and 

motivated employees which, in turn, may foster innovation (Amabile et al., 1996). West 

and Farr (1990), in their landmark work, stress that individual innovation is likely to 

occur in an appropriate environment. The results lead to a theoretical framework that 

helps to identify a major antecedent to improved organisation performance: an innovative 

working climate. Viewed in detail, the findings revealed that two specific climate for 

innovation dimensions (debate and idea support) have a significant and positive impact 

on the perception of organisational performance of managers in Malaysian GLCs. This 

denotes that when there is a climate that encourages dimensions of debate and idea 

support, there is a strong possibility of enhanced organisation performance in government 

enterprises in Malaysia. 

 

Debate relates to open and productive difference of viewpoints. In this environment, 

ideas are critically discussed and considered before a suggestion or solution is put 

forward for the good of the organisation as a whole. According to Sternberg et al. (2004), 

this environment stimulates employees to think innovatively. Leaders in organisations 

also play a crucial role in creating and nurturing an environment that supports the 

development and exchange of diverse ideas for innovation to flourish (DiLiello & 
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Houghton, 2006; Mumford et al., 2002). Results of a meta-analysis by Parker at al. 

(2003) indicate that the relationship of climate with performance is mediated by 

employees‘ work attitudes at the individual level of analysis. Additionally, when 

employers are able to establish an organisational climate perceived as positive by their 

employees, it should result in higher levels of commitment, motivation, job-satisfaction 

and enhanced organisational performance (Macey & Schneider 2008). Tidd and Bessant 

(2009) highlight that support for ideas, termed as ideas support, is one of the major 

factors critical for a climate that fosters innovation. They put forward that support and 

space for ideas relates to the amount of time employees are given to innovate. When there 

are ideas support and intellectual stimulation, the climate for innovation will be strong 

and provide a fertile ground for employees to challenge prior assumptions, reframe 

problem areas or bottle-necks and pursue new ways of doing things, which can provide 

opportunities for improving overall performance. 

 

Results of a research by De Voorde, Veldhoven and Paauwe (2010) on the positive 

impact of organisational climate on organisational performance supports Kopelman, Brief 

and Guzzo‘s (1990) work which presents a model that explicitly demonstrated the 

intervening processes between organisational climate and organisational performance. 

They propose that work motivation and job satisfaction as well as organisational 

behaviours, such as attachment and job performance, are connecting mechanisms to 

encourage organisational performance.  
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4.12 Relationship between Innovative Work Behaviour and 

Organisational Performance 

Past studies, for example, De Jong and Den Hartog (2010) and Stoffers and Heijden 

(2009) suggest that there exists a relationship between innovative work behaviour and 

organisational performance. Based on these studies, the following hypothesis is posited 

and tested: 

H6: Innovative Work Behaviour will have a positive influence on Organisational 

Performance. 

 

The aim of this analysis is to examine the structural model of the relationship between 

innovative work behaviour and organisational performance. It consists of seven items 

measuring innovative work behaviour (IWBIG1, IWBIG2, IWBIG3, IWBIP4, IWBIR7, 

IWBIR8 and IWBIR9) and seven items measuring organisational performance (OP3, 

OP4, OP6, OP7, OP8, OP9 and OP11). The first model (M1) yielded less than ideal NFI, 

CFI, GFI, RMR and high RMSEA (NFI = 0.91, CFI = 0.93, GFI = 0.80, RMR = 0.0734 

and RMSEA = 0.128) requiring improvement to the measurement model for it to be 

accepted (Table 4.31). 

 

A respecification was conducted to gain a better model fit. The standardised residual 

covariance was analysed to see whether there were discrepancies between the proposed 

model and the estimated model and to identify which caused problems (> |0.4| will cause 

an unacceptable degree of error). Items IWBIG2 and IWBIG3 relating to innovative work 

behaviour and items OP4 and OP9 relating to organisational performance were dropped 



242 
 

from M1. The revised model (M2) consisting of five items related to innovative work 

behaviour and five items relating to organisational performance indicated a good fit (NFI 

= 0.97, CFI = 0.99, GFI = 0.95, RMR = 0.0347 and RMSEA = 0.048) (Table 4.31). χ
2 

to 

df ratio of 1.5 was deemed good. Both constructs were allowed to freely correlate, so that 

model fit indices reflected the adequacy of the proposed relationships between the 

constructs and their indicators.  

 

Innovative work behaviour showed a positive relationship (β = 0.55; p < 0.05) with 

organisational performance (Table 4.32 and Figure 4.10). Thus, it is concluded that H5 is 

supported. Measurement indicators IWBIG1 (idea generation: creating new ideas for 

difficult issues, λy = 0.63, p < 0.05), IWBIP4 (idea promotion: acquiring approval for 

innovative ideas, λy = 0.82, p < 0.05), IWBIR7 (idea realisation: introducing innovative 

ideas in a systematic way, λy = 0.93, p < 0.05), IWBIR8 (idea realisation: making 

important organisational members enthusiastic for innovative ideas, λy = 0.92, p < 0.05) 

and IWBIR9 (idea realisation: evaluating the utility of innovative ideas, λy = 0.91, p < 

0.05) showed positive and significant loadings on innovative work behaviour, while 

indicators OP3 (ability to attract essential employees, λy = 0.63, p < 0.05 ), OP6 

(relationship between management and other employees relative to the competitors, λy = 

0.74, p < 0.05), OP7 (relationship between employees in general relative to the 

competitors, λy = 0.67, p < 0.05), OP8 (marketing effort relative to the competitors, λy = 

0.54, p < 0.05)  and OP11 (market share relative to the competitors, λy = 0.69, p < 0.05) 

showed positive and significant loadings on organisational performance. Thus, innovative 

work behaviour has a positive and significant influence on organisational performance. 
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Table 4.31: Confirmatory Factor Analysis: Goodness-of-fit Indices for Innovative 

Work Behaviour and Organisational Performance 

Goodness of fit M1 M2 

Chi-square χ
2
 327.21,  P < 0.000 49.54,  P < 0.04 

Degrees of Freedom 76 34 

RMR 0.0816 0.0347 

SRMR 0.0734 0.0370 

GFI 0.80 0.95 

CFI 0.93 0.99 

NFI 0.91 0.97 

RMSEA 0.128 0.048 

Note. CFI = comparative fit index; GFI = goodness-of-fit index; M1 = Model 1; M2 = Model 

2; NFI = normed fit index; RMR = root mean square residual; RMSEA = root mean squared 

error of approximation; SRMR = standardised root mean square residual 
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Table 4.32: Structural Parameter Estimates for the Structural Model linking Innovative 

Work Behaviour to Organisational Performance 

Structural Path M1 M2 

  Std. Loadings T values Std. Loadings T values 

 

Innovative Work Behaviour (IWB)      

  

  

IWB         IWBIG1 0.68  9.63* 0.63  9.73* 

IWB         IWBIG2 0.67  9.67* - - 

IWB         IWBIG3 0.78  9.27* - - 

IWB         IWBIP4 0.84  8.87* 0.82  8.98* 

IWB         IWBIR7 0.92  7.28* 0.93  6.62* 

IWB         IWBIR8 0.90  7.80* 0.92  7.03* 

IWB         IWBIR9 0.90  7.82* 0.91  7.60* 

   
  

Organisational Performance (OP)        
  

OP         OP3 0.75  8.25* 0.63  8.51* 

OP         OP4 0.81  7.34* - - 

OP         OP6 0.69  8.77* 0.74  7.18* 

OP         OP7 0.57  9.41* 0.67  8.21* 

OP         OP8 0.57  9.39* 0.54  9.12* 

OP         OP9 0.66  8.96* - - 

OP         OP11 0.71  8.59* 0.69  7.96* 

Relationship between latent constructs 

IWB          OP 0.349 

 

5.71* 0.55 5.76* 

*significant level at p < 0.05 

Note. IWBIG = innovative work behaviour idea generation; IWBIP = innovative work behaviour idea 

promotion; IWBIR = innovative work behaviour idea realisation; M1 = Model 1; M2 = Model 2 
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Figure 4.10: Structural Model Showing Relationship between Innovative Work Behaviour 

and Organisational Performance 

 

 

Chi-square = 49.54, df = 34, P-Value = 0.0411, RMSEA = 0.048 

Note. IWB = innovative work behaviour; IWBIG = innovative work behaviour idea generation; IWBIP = 

innovative work behaviour idea promotion; IWBIR = innovative work behaviour idea realisation; OP = 

organisational performance; RMSEA = root mean squared error of approximation 
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4.12.1 Discussion of the Relationship between Innovative Work Behaviour and 

Organisational Performance 

The results show that employees who exhibit innovative work behaviour play a 

contributing role in enhancing organisational performance. This is in line with literature 

stating that individual innovativeness is essential to organisational innovation (Amabile, 

1988; Woodman et al., 1993), which leads to sustainable organisational success (Kanter, 

1983; Tushman & O‘Reilly, 1996). Similarly, according to Shih and Susanto (2011), 

scholars have affirmed the significance of innovative work behaviour of employees in 

facilitating organisations to gain a competitive advantage (Janssen et al., 2004; Kanter, 

1988; Oldham & Cummings, 1996; Scott & Bruce, 1994; Yuan & Woodman, 2010).  

 

The employees are the most essential resource of an innovative organisation and all 

organisations that wish to leverage on innovation to create an edge have to learn how to 

manage and motivate employees in order to do well (Gupta & Singhal, 1993). This also 

applies in the context of enhancing the chances of long-term survival of organisations 

(Amabile, 1988).  

 

Innovative work behaviour not only includes idea generation, but also behaviours needed 

to implement ideas and achieve improvements that will enhance personal and business 

performance (De Jong & Den Hartog, 2010). The findings reported are consistent with a 

recent research carried out by Rahnama, Mousavian, Alaei and Maghvan (2011) which 

showed that there was a statistically significant relationship between employee creativity 

and organisational effectiveness and success in Iran. Vincent et al. (2004) in their meta-

analytic study conducted between 1980 and 2003 found that innovation is significantly 
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and positively related to superior performance and that it is a significant driver of a 

variety of types of organisational performance. 

 

Innovative work behaviour denotes the intentional generation, promotion and 

implementation of new and useful ideas. It constitutes a crucial resource capable of 

providing organisations with the ability to rapidly and successfully adapt to market 

changes effectively to ensure superior performance (Odoardi et al., 2010). Employees 

who exhibit innovative work behaviour are more willing to experiment and test new 

ideas. They are also more likely to question the status quo and feel comfortable sharing 

innovative ideas. When there is greater idea generation, knowledge sharing and creative 

problem solving, employees are more likely to generate innovative ideas that can be used 

for problem resolution, process improvements and the development of new products and 

services (DiLiello & Houghton, 2006), which should consequently lead to better 

performance results than those of the competition, thus enhancing organisational success. 

 

The competitive landscape today requires more receptiveness to change, ingenuity and 

fresh ideas from employees. Be it the creation of novel products, finding better ways to 

respond to customer requirement or improvements in work processes, employers are 

now, more than ever, reliant on their employees‘ creativity and innovation (Lovelace et 

al., 2001). Malaysian GLCs, being the research setting, stand to gain from innovative 

employees, as their performance has great social and economic ramifications. More 

specifically, GLCs are confronted with the challenge of delivering crucial services to a 
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much more discerning demographic while ensuring higher profitability for their major 

stakeholder, the government. 

 

4.13 The Final Model: Relationship between Transformational 

Leadership, Organisational Climate for Innovation, Innovative Work 

Behaviour and Organisational Performance 

Past studies, for example, Amabile et al. (1996), Aryee et al. (2012), De Jong and Den 

Hartog (2010), Eisenbeiss (2013), Mumford et al. (2002), Nybakk et al. (2011), 

Gumusluoglu and Ilsev (2009), Pieterse et al. (2010), Rubera and Kirca (2012) and Sarros 

et al. (2008) suggest the interactive effects of transformational leadership, organisational 

climate for innovation, innovative work behaviour and organisational performance.  The 

interrelationships between these constructs are discussed individually in the foregoing 

sections. This final model encompasses all the constructed relationships considered for 

analysis in the study.  

 

The aim of this analysis was to test and examine the structural model that explains the 

relationship between the transformational leadership, organisational climate for 

innovation, innovative work behaviour and organisational performance constructs. 

Employing SEM, the results of the structural model are presented in Figure 4.11. This 

final structural model shows that the path estimate between transformational leadership 

and climate for innovation are positive and significant (H1, γ = 0.48; p < 0.05). This 

denotes that transformational leadership has a positive impact on organisational climate 

for innovation. The path estimate in the final structural model shows that the path 
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estimate between transformational leadership and innovative work behaviour indicates a 

positive and significant relationship (H2, γ = 0.38; p < 0.05). The path estimate between 

transformational leadership and organisational performance shows a significant 

relationship (H3, γ = 0.44; p < 0.05). The path estimates between climate for innovation 

and innovative work behaviour also show a positive and significant relationship (H4, β = 

0.60; p < 0.05). Though this may look academic, the results (based in a Malaysian 

context) give empirical evidence of this positive relationship. The path estimates between 

climate for innovation and organisational performance also shows a positive significant 

relationship (H5, β = 0.59; p < 0.05), highlighting the importance of climate dimensions 

in enhancing the performance of organisations. The final path estimate shows a positive 

and significant relationship between innovative work behaviour and organisational 

performance (H6, β = 0.55; p < 0.05). In a context of Malaysian GLCs, it is evident that 

the innovative work behaviour of individuals in an organisation can lead to higher 

organisational performance. 

 

Empirically, this research based on Malaysian GLCs gives evidence that, in terms of 

leadership style, transformational leaders have a positive effect on climate for innovation, 

innovative work behaviour and organisational performance. The final structural model 

demonstrated acceptable model fit while all factors loaded significantly (p < 0.05) onto 

their respective latent factors. In summary, while the general hypotheses Ha, Hb and Hc 

were partially supported, hypothesis Hd and all the specific hypotheses (H1 to H6) 

developed in terms of the theoretical model in this research were accepted. 
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Figure 4.11: The Final Structural Model depicting the Transformational Leadership, 

Organisational Climate for Innovation, Innovative Work Behaviour and Organisational 

Performance Constructs 
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The positive relationship, seen in the final structural model, between transformational 

leadership and organisational climate for innovation and innovative work behaviour is in 

line with studies (Kahai et al., 2003; Shin & Zhou, 2003, Politis, 2004; Jung et al., 2008; 

Sarros et. al., 2008) reviewed earlier, showing that this specific leadership behaviour 

plays a considerable role as a predictor for a positive organisational climate where 

innovation work behaviour will thrive. Transformational leadership style provides 

guidance, motivation, support and direction through individualised consideration, 

intellectual stimulation, inspirational motivation and idealised influence (Northouse, 

2010; Aryee et al., 2012). Studies by Shalley and Gilson (2004) and Kissi et al. (2012) 

highlighted that transformational behaviours provide strong support, challenge 

employees‘ thinking and provide freedom to explore new ways of doing things and will, 

inevitably, send a signal that the work environment is perceived as one which is 

supportive of innovation, thus leading to a positive organisational climate for innovation. 

Transformational leadership focuses on people who are the source of innovative 

endeavours. By providing intellectual stimulation, transformational leaders encourage 

followers to adopt generative and explorative thinking process (Northouse, 2010). They 

are able to stimulate their employees to think about old problems in new ways and 

encourage them to challenge their own values, presumptions and beliefs. By consistently 

communicating high expectations and confidence in the capabilities of their employees, 

transformational leaders aid in the development of their employees‘ commitment to the 

organisation‘s vision, mission and long term goals, which helps alter their attention or 

focus from short-term aims and fixes attention on long-term and deep-seated solutions 

and aims (Ben & Agu, 2012).  
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The structural model also shows that transformational leaders have a positive and 

significant impact on organisational performance. In an organisation, transformational 

leadership behaviour symbolises an effective form of engaging employees and motivating 

them to perform their duties while focusing on developing the attitudes and behaviours of 

their employees to enhance the performance of their organisation. Transformational 

leaders strive to achieve results beyond that which is normally accepted, sets higher 

corporate goals and communicates the importance of the team‘s mission while placing 

the organisation‘s goals over personal self-interest (Bass & Riggio, 2006), all of which 

can create concerted efforts by employees that may create opportunities to improve 

performance. Through intellectual stimulation, transformational leaders question 

assumptions and seek opportunities with potentially better approaches to their work 

(Hater & Bass, 1988; Bass et al., 2003; Wang & Rode, 2010), which may stimulate 

employees to think innovatively and result in the creation of sources of sustainable 

competitive advantages that, in turn, should translate to enhanced organisational 

performance. A direct implication of the results depicted in the theoretical model is that 

leaders who can effectively utilise the climate dimensions, such as idea support and 

debate, should be able to promote innovative work behaviours that strive to enhance 

performance in organisations. Therefore, developing and nurturing transformational 

leaders should be one of the main priorities of Malaysian GLCs that wish to leverage on 

innovation to create opportunities for improved organisational performance. 

 

The final structural model also reveals that climate for innovation has a significant and 

positive impact on the innovative work behaviour of managers in Malaysian GLCs. This 
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denotes that an innovative climate plays a contributing role in enhancing the innovative 

work behaviour of individuals in an organisation. The results of this relationship are 

consistent with past work that found climate for innovation had a positive and significant 

impact on innovative work behaviour (De Jong & Den Hartog, 2007; Krause, 2004) and 

with work carried out in Malaysia recently by Kheng and Mahmood (2013). The findings 

reported show that there is a perception of strong support to idea development and 

implementation and to the development of skills related to innovation. There is a 

possibility that an individual‘s confidence in their contribution and their competency may 

be enhanced in a positive climate which, in turn, may stimulate innovative work 

behaviours (Odoardi et al., 2010) 

 

In terms of the impact of climate for innovation and innovative work behaviour on 

performance as seen in the final structural model, the results are consistent with past 

work finding that climate for innovation has a positive and significant impact on 

organisational performance (Crespell & Hansen, 2009; King et al, 2007; Nybakk & 

Janssen, 2012; Tidd & Bessant, 2009), Similarly, innovative work behaviour has a 

positive and significant impact on organisational performance and creates a competitive 

advantage (Janssen et al., 2004; Shih & Susanto, 2011). A direct implication of this 

finding is that organisations that can effectively promote innovative behaviours in 

employees will like result in enhanced organisational level performance. Previous 

research suggests that enhancing the creative performance of employees is a necessary 

step for organisations to achieve organisational innovation and competitive advantage 
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(Kollmann, Stöckmann, Krell, Peschl & Buchwald, 2013). Table 4.33 provides the 

summary of the results of the hypotheses tested. 
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Table 4.33: Summary of Results of the Hypotheses Tested  

Hypotheses Results 

Ha: A nomological network and causal relationships of dimensions namely Idealised 

Influence, Inspirational Motivation, Intellectual Stimulation and Individualised 

Consideration are optimal predictors of Transformational Leadership. 

Partially 

Supported 

Hb: A nomological network and causal relationships of dimensions namely 

Freedom, Challenge, Idea Support, Playfulness, Debate, Conflict, Trust, Risk-taking 

and Idea Time are optimal predictors of Organisational Climate for Innovation. 

Partially 

Supported 

Hc: A nomological network and causal relationships of dimensions namely Idea 

Generating, Idea Promotion and Idea Realisation (related to employees‘ behaviour) 

are optimal predictors of Innovative Work Behaviour. 

Partially 

Supported 

Hd: Operational Performance and Market Performance will be positively related to 

Organisational Performance. 

Supported 

H1: Transformational Leadership will have a positive influence on Organisational 

Climate for Innovation. 

Supported 

H2: Transformational Leadership will have a positive influence on Innovative Work 

Behaviour. 

Supported 

H3: Transformational leadership will have a positive influence on Organisational 

Performance. 

Supported 

H4: Organisational Climate for Innovation will have a positive influence on 

Innovative Work Behaviour. 

Supported 

H5: Organisational Climate for Innovation will have a positive influence on 

Organisational Performance. 

Supported 

H6: Innovative Work Behaviour will have a positive influence on Organisational 

Performance. 

Supported 
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4.14 Conclusion 

This chapter examined each of the constructs separately to determine the structure of 

factors.  The Cronbach‘s alpha coefficients for all the measurement instruments were 

reported to have high reliability.  A CFA was then carried out to confirm the scale 

structure in a Malaysian setting. Finally, the relationships between the constructs were 

assessed by employing structural equation modelling to determine the standardised 

coefficients and the relationship‘s fit indices. All specific hypotheses developed in this 

research were accepted with each showing a positive and significant relationship. The 

next chapter will discuss the contributions to theory and practice, limitations, directions 

for future research and conclusion  
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Chapter Five 

Contributions to Theory and Practice, Limitations, Directions for  

Future Research and Conclusion 

 

5.1 Chapter Overview 

In the previous chapter, results were reported and data analysed followed by discussion of 

the results that emerged from the current research. This final chapter identifies the 

theoretical contribution related to the four constructs: transformational leadership, 

organisational climate for innovation, innovative work behaviour and organisational 

performance, as well as the relationship between these constructs. The chapter also 

presents limitations of the study and a number of possible directions for future research. 

Finally, a comprehensive conclusion is provided relating to the current research carried 

out in the context of Malaysian GLCs. 

 

5.2 Contribution to Theory and Practice 

5.2.1 Transformational Leadership 

A better understanding of transformational leadership and the relationship with 

dimensions such as idealised influence, inspirational motivation and individualised 

invigoration should provide organisations with enhanced insight into the prominence of 

this style of leadership and its factors that can facilitate change and meet challenges faced 

in this borderless world. The study clarifies the different effects of transformational 

leadership in creating an innovative climate, encouraging innovative work behaviour and 

enhancing organisational performance, and provides managers with ideas for improving 
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innovation and its management. The results obtained are consistent with the studies 

conducted by Kahai et al. (2003), Shin and Zhou (2003), Politis (2004), Jung et al. (2008) 

and Sarros et al. (2008). The analysis conducted can enable managers to appreciate why 

the positive effect of transformational leadership should be facilitated and the 

mechanisms by which transformational leadership is related to climate building and 

employees‘ innovative work behaviour.  

 

There are also implications to human resource heads who need to understand the gap 

between the current and the desired leadership style and to take appropriate steps to 

revamp their organisations‘ human resources policies. This could include introducing 

new structures and systems where increased autonomy or employees‘ promotions and 

performance appraisals could be tied to the dimensions that impact innovativeness. The 

results suggest that organisations should invest in transformational leadership training 

and in the selection of mangers with this leadership style before embarking on internal 

programs that encourage innovativeness. Barling, Weber and Kelloway (1996) indicate 

that some of the transformational leadership dimensions can be trained. Innovative 

climate and behaviour can be inculcated by training managers‘ capabilities to inspire and 

motivate employees to challenge the status quo and embrace change (Michaelis et al., 

2010). Training in the area of coaching, people development and lateral thinking could be 

useful. Overall, apart from assisting managers in Malaysian organisations to better 

understand the nature of transformational leadership, the results should give a good 

estimate of the crucial areas that need to be focused upon or prioritised if the kind of 
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leadership style they seek is the one that embodies inclusion, inspiration and forward 

thinking or vision.  

 

5.2.2 Organisational Climate for Innovation 

The findings reported contribute to the existing organisational behaviour literature by 

highlighting and providing insight into the perceived climate for innovation among public 

enterprise employees. Expanding on the works of Isaksen et al. (1999) and Ekvall (1999; 

2000), the results showed that in an Asian context the dimensions: debate, challenge, idea 

time, playfulness, conflict and idea support, contribute positively to the climate for 

innovation construct. In terms of organisational variables that were closely linked with 

climate for innovation, the results show that for all dimensions the age of an employee 

proved to be a positive predictor and run counter to studies by Amabile et al. (2005) and 

Pieterse et al. (2010). There needs to be more empirical analysis linking age and climate 

dimensions. A qualitative approach focused on this area can provide richer analysis of 

this phenomenon in a Malaysian context.  

 

The six significant dimensions derived from the confirmatory factor analysis represent 

crucial variables of climate for innovation and have variant contributions to the 

theoretical base. There has been scarce empirical work carried out related to climate for 

innovation in an Asian context, let alone in Malaysia. This study also covered public 

enterprises in a variety of sectors (engineering/industrial, finance/banking, agriculture, 

energy and utilities), thus improving validity. In general, the analysis contributed to 

knowledge and literature within the broad area of innovation management as the findings 
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could be applied to other public enterprises in Malaysia and, probably, to countries with 

similar cultural settings. 

 

In terms of contribution to practice, knowledge about an organisation‘s climate for 

innovation and the relationship with dimensions such as debate, challenge, idea time, 

playfulness, conflict and idea support should provide organisations with clues for 

improvement regarding innovation. In the end, these findings will contribute to the 

performance and sustained competitive advantage of organisations. With better 

understanding, managers can exert efforts to ensure that they establish environments that 

influence followers‘ innovativeness. The results could serve as a framework for 

organisations seeking to improve the health of their innovation practices. This also could 

help guide organisations to devise strategies that serve to enhance innovativeness and, 

ultimately, business performance.  

 

Even though the present work is limited to GLCs in Malaysia, generally knowing what 

kind of environment stimulates followers to be more innovative can be a critical success 

factor that can help create a source of competitive advantage in ‗for-profit‘ organisations. 

If organisations, particularly GLCs, are interested in promoting a conducive climate, 

training in the area of lateral thinking, creative thinking, team dynamics and innovation 

management may be worthwhile. There are also implications to HR heads who wish to 

understand the gap between the current and the desired climate for innovation and take 

appropriate steps to revamp their organisations‘ human resources policies. New structure 

and systems can be introduced, where there is increased autonomy and empowerment. 
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Employees‘ promotions and performance appraisals could also be tied to the dimensions 

that impact innovativeness. The results can help managers in Malaysian organisations to 

better understand the nature of an innovative climate, while providing a good estimate of 

the crucial areas that need to be prioritised if a climate conducive to innovation is desired.  

 

5.2.3 Innovative Work Behaviour 

The current work contributes to existing organisational behaviour literature that focuses 

on individual behaviour that displays innovativeness by highlighting and providing 

insight into the level of innovative work behaviour among public enterprise employees. 

Extending on the works by Amabile (1988), Janssen (2000) and Ramamoorthy et al. 

(2005), the analysis showed that in an Asian context the dimensions, the factors idea 

generation and idea actualisation (which combines idea promotion and idea realisation) 

contribute positively to the innovative work behaviour construct. In terms of 

organisational variables that were closely linked with innovative work behaviour, there is 

concern with the finding that for the idea generation and idea actualisation dimensions, 

the position of an employee was a negative predictor. There needs to be more empirical 

analysis linking position and innovative work behaviour dimension. A qualitative 

approach focused on this area can provide richer analysis of this phenomenon in the 

Malaysian context.  

 

The two significant dimensions of innovative work behaviour (idea generation and idea 

actualisation) derived from the exploratory factor analysis and confirmatory factor 

analysis, represent crucial variables of innovative work behaviour and have variant 
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contributions to the theoretical base. There has been scarce empirical work carried out 

related to innovative work behaviour in an Asian context, let alone in Malaysia. This 

study covered public enterprises in a variety of sectors (engineering/industrial, 

finance/banking, agriculture, energy and utilities), improving validity. In general, the 

findings contributed to knowledge and literature within the broad area of innovation 

management, as the findings from the analysis could be applied to other public 

enterprises in Malaysia and, probably, to countries with similar cultural settings. 

 

In terms of implications to practice, knowledge of competence for innovative work 

behaviour and the relationship with the idea generation and idea actualisation stages 

provides organisations with clues for improvement regarding innovation and these 

findings will, in the end, contribute to the quality, performance and sustained competitive 

advantage of organisations. With better understanding, managers can exert efforts to 

ensure that they establish an environment that influences followers‘ innovativeness. The 

results could serve as a framework for organisations seeking to improve the health of 

their innovation practices. This could help guide organisations to devise strategies that 

serve to enhance innovativeness and, ultimately, business performance. Even though the 

present work is limited to GLCs in Malaysia, generally knowing what stimulates 

followers to be more innovative can be a critical success factor that can help create a 

source of competitive advantage. If organisations, particularly GLCs, are interested in 

promoting employees‘ innovativeness, leadership training in the area of critical thinking, 

innovation diffusion and innovation management may be worthwhile. The objective is to 

develop leaders who understand and facilitate their followers‘ participation in the 
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innovative process. There are also implications to human resource heads who need to 

understand the gap between the current and the desired climate for innovation and take 

appropriate steps to revamp their organisations‘ human resources policies. This could 

include introducing new structures and systems where increased autonomy or employees‘ 

promotions and performance appraisals could be tied to the dimensions that impact 

innovativeness.  

 

5.2.4 Organisational Performance 

The broadening of the domain of organisational performance has implications for 

methodological practice and the relationship between theoretical research and 

management practice.  The frequent use of single item measures indicates a continuing 

need to integrate methodological developments into practice. This research shows the 

validity of a two factor model that covers operational performance and market 

performance, Thus adding to the current body of knowledge in the field of organisational 

performance.  

  

Second, from this result, it is envisioned that a generalisable and more powerful 

measurement model of performance should have significant implications for future 

research and for re-examining the findings of prior research in which less powerful 

dependent variable measurement models were used.  

 

The two significant dimensions of organisational performance derived from the 

confirmatory factor analysis represent crucial variables of organisational performance 
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and have variant contributions to the theoretical base. There has been scarce empirical 

work carried out related to organisational performance in an Asian context, let alone in 

Malaysia. In general, this result contributed to knowledge and literature within the broad 

area of performance management, as the results of this research could be applied to other 

public enterprises in Malaysia.  

 

In terms of implications to practice, improved knowledge of the organisational 

performance construct and the relationship with the operational performance and market 

performance dimensions provides organisations with clues for ensuring business success. 

These findings will, in the end, contribute to the quality, performance and sustained 

competitive advantage of organisations. With better understanding, managers can exert 

efforts to ensure that they establish environments, structures, products and systems that 

can enable the attainment of better organisational results or outcomes. The results could 

serve as a framework for organisations seeking to improve their delivery system and 

practices in order to strengthen the value chain. This could also help guide organisations 

to devise strategies that serve to enhance business performance. There are also 

implications to human resource heads who need to understand the gap between the 

current perception and what is needed to enhance performance, and take appropriate steps 

to revamp their organisations‘ human resources policies. This could include introducing 

new structures and systems that could be tied to the dimensions that impact 

organisational performance. Apart from assisting managers in Malaysian organisations to 

better understand the nature of organisational performance of employees, the results give 
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a good estimate of the crucial areas that need to be focused upon or prioritised if greater 

success is desired.  

 

A multi-dimensional model of organisational performance can significantly improve 

organisational stakeholders‘ understanding of the effectiveness of management. It allows 

for the measurement of value creation and for logical or realistic comparison across the 

various public enterprises. 

 

5.2.5 The Overall Relationship Model: Managerial Implications for GLCs 

The findings from the analyses offer several implications for practice and could serve as a 

framework for GLCs seeking to improve the effectiveness of the leadership practices of 

their senior employees. This research leads to a better understanding of the desired 

leadership style that will build the right climate to enhance individual innovativeness and 

to take appropriate steps to revamp an organisation‘s human resources policy and training 

needs. This could include introducing new structures and systems where there is 

increased autonomy and developing recognition programs that place importance on 

proactive behaviours linked to innovativeness. Employees‘ promotions and performance 

appraisals could be tied to the dimensions that impact on innovativeness. Research has 

shown that transformational leadership can be developed (Barling, et al., 1996; Dvir et 

al., 2002). To create a suitable environment for innovativeness to flourish, organisations 

might coach managers to be more encouraging and supportive, and to seek the 

strengthening of team dynamics where dimensions such as debate and idea sharing are 

inculcated and encouraged. Through management development programs, coupled with 
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coaching of current and potential leaders in the appropriate styles, organisations can work 

towards developing leaders who are more transformational in their leadership style. More 

specifically, in order to promote innovative work behaviour among employees, 

organisations could focus training and development efforts on specific transformational 

leadership dimensions, such as intellectual stimulation, idealised influence and 

individualised consideration, that encourage such a behaviour.  

 

As for those earmarked for more senior roles, they must be aware of issues that need to 

be taken into consideration when there is a need to revitalise creativity and innovation in 

their workplace. There is a need to understand that at the individual level, an individual‘s 

workplace behaviour is often influenced by their perceived support from the environment 

(Potosky & Ramakrishna, 2002). In addition, management can improve important work 

climate dimensions, such as ideas support, which were specifically highlighted in the 

analysis to nurture innovative work behaviour among employees. It is important for 

employees to feel safe in groups and at work so that they will not be reluctant to envision 

and share new ideas (West & Farr, 1990). Encouragement from supervisors or immediate 

superiors also leads to more motivated employees (Tidd & Bessant, 2009; West & Farr, 

1990). To create this environment, organisations might coach managers to be 

encouraging and supportive, enhance their people skills and prioritise development of 

strong teams where dimensions such as debate and idea sharing are prevalent.  

 

The conclusions drawn here can help managers to change or create strategies, procedures, 

and policies and also to determine what kind of coaching and mentoring needs to be 
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created by top management. The results of this research highlight the means by which 

managers can encourage employees in their organisation, personally and collectively, to 

proactively engage in innovative endeavours and demonstrate the positive influence of 

the idealised influence dimension of transformational leadership on innovative behaviour. 

This research also presents a practical tool for managers who want to strengthen or 

develop a working climate for innovation to attain organisational performance that is 

better than that of their competitors. For GLCs, on which the study is based, the results 

can help specify which areas within the organisation are working well and which areas 

require improvement. This has the potential to help managers to identify directions for 

action.   

 

5.3 Limitations  

5.3.1 Common Method Bias 

The responses on transformational leadership, climate for innovation, innovative work 

behaviour and organisational performance items were obtained from the same source at 

the same time. As the present study primarily looked at the perception of followers and 

assessed using self-reports, the results may have been biased by the common method 

variance (CMV) (Lindell & Whitney, 2001). However, the nature of constructs requires 

the use of self-report measures. According to Podsakoff and Organ (1986), data based on 

self-reports may be subject to social desirability bias. However, Podsakoff, McKenzie, 

Lee and Podsakoff‘s (2003) recommendation was employed to reduce this potential bias 

by using some procedural and statistical remedies. The procedural remedy employed was 

the assurance of anonymity and confidentiality. In this work, assurance of anonymity 
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helped reduce such bias even when responses related to sensitive matters where personal 

characteristics were assessed (Konrad & Linnehan, 1995). Nevertheless, to effectively 

overcome this limitation, future studies may look at incorporating a multiple source of 

raters, or even multiple methods, to address this issue. In terms of statistical remedies, 

using Harman‘s one-factor test (Podsakoff & Organ, 1986), all items of transformational 

leadership, climate for innovation, innovative work behaviour and organisational 

performance subjected to an EFA clearly reveal separate factors which indicates that 

common method bias has only a limited effect. The principal factor analysis performed to 

examine whether a single factor explained the majority of variance showed that the total 

variance for transformational leadership was 63.27%, climate for innovation — 74.7%, 

innovative work behaviour — 81.7% and organisational performance — 70.19%. 

Therefore, it appears that CMV was not a major issue. Doty and Glick (1998) assert that 

validated scales are less sensitive to CMV. 

 

5.3.2 Causality 

One limitation of this study is that it is cross-sectional in nature where all the variables 

were measured in the population at a single point in time. Therefore, firm conclusions 

concerning the directions of causality implied in the model cannot be drawn (Shklovski, 

Kraut & Rainie, 2004). Thus, relationships among variables must be interpreted with 

caution. True causal inferences can only be drawn from testing models using longitudinal 

data. However, this study is well positioned within existing literature, and similar 

behavioural studies (e.g. Aryee et al., 2012; Rowold, 2011) have been conducted. 

Moreover, Rothman and Greenland (1998) assert that cross-sectional studies are most 
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appropriate for testing hypotheses because they require a relatively shorter time 

commitment and fewer resources to carry out research. 

 

5.3.3 Methodology: Population 

From a methodological point of view, the sample and context could be a potential issue. 

This study concentrated exclusively on GLCs in Malaysia. To improve generalisability, 

especially in the Asian context, further expansion of the research to other countries in the 

region and type of organisation (private or even non-profit) could significantly contribute 

to understanding the link between transformational leadership and organisational 

performance. Similarly, studies carried out in private entities and in the public sector can 

provide a broad outlook. Thus, it would be beneficial to replicate it in varied industries 

and across a wider work group to reaffirm the conclusions made. A qualitative method, 

such as open-ended interviews, may be an appropriate approach to use for further 

exploration. A research that employs mixed methods, whereby both qualitative and 

quantitative methodologies associated with constructivism and positivism are applied, 

can offer richer analysis. Future studies should be based on larger sample sizes, thus 

permitting more powerful hypotheses tests.  

 

5.3.4 Methodology: Measurement 

Finally, the questionnaire measured the participant‘s perception of their organisation‘s 

performance relative to that of their competitors. Organisational performance was 

conceptualised as perception based, rather than economic data based, primarily because 

the economic indicators may not have been consistent sources of information as some 
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employees may not have direct access to company financial records or other performance 

indicators. Although it is practical, and there is empirical support for the use of subjective 

perception of employees as a basis of evaluating organisational performance (Boga & 

Ensari, 2009) and previous studies have shown strong links between subjective and 

objective measures of operational performance (Dess & Robinson, 1984), this 

dependence is still one area for potential improvement. The use of additional measures 

objective in nature could potentially add credence to the findings reported. 

 

5.4 Directions for Future Research 

5.4.1 Transformational Leadership 

Prior research has posited that certain leadership behaviour can enhance employees‘ 

skills and knowledge, which in turn leads to higher levels of innovation implementation 

behaviour (Krause, 2004). Thus, future research might examine technical competence 

and/or knowledge diffusion as mediators linking transformational leadership to 

innovation behaviour. Alternatively, research may explore the extent positive, proactive 

or extra-role behaviour, such as organisational commitment and organisational 

citizenship behaviours act as mediators that link transformational leadership to 

organisational climate for innovation and innovative behaviour.  

 

Past researches have shown a direct correlation between transformational leadership and 

organisational culture (Bass & Avolio, 1990; Block, 2003; Kest, 2007). It would be 

interesting to undertake a comparative study to determine the mediating effect that 

organisational culture and organisational climate have in the relationship between 
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transformational leadership and organisational performance. This would allow for a 

better appreciation of the comparison between climate and culture, and which of the two 

plays a bigger mediating role.  

 

In addition to this, it would also be interesting to study the relationship between 

transformational leadership, climate for innovation and innovative behaviour with data 

provided by lower levels of management and non-management employees in 

organisations. This may provide a more holistic analysis of the relationship between the 

constructs in a Malaysian context. 

 

The results also presented an opportunity for further research where a comparative 

analysis can be done across large non-GLC organisations in Malaysia, as well as foreign 

owned multi-national companies (MNCs) based in Malaysia in order to identify how 

transformational leaders could influence innovation and organisational performance in 

different settings. 

 

5.4.2 Organisational Climate for Innovation 

While the present study was conducted at an individual level of analysis, climate for 

innovation can also be studied at group levels (Anderson & West 1998). A logical 

extension of the present study is to test its findings in non Malaysian GLCs and in 

relation to the overseas subsidiaries of Malaysian GLCs. A comparative study comparing 

the present results with western GLCs could also provide rich insight on cross-cultural 

effects, in addition to improving generalisibility. Furthermore, to better understand the 
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impact of climate for innovation, which is not static, future research could use 

longitudinal data to recognise the causal relationships with constructs such as innovative 

work behaviour. 

 

5.4.3 Innovative Work Behaviour 

It will be theoretically important to identify potential moderators such as self-efficacy, 

psychological safety and intrinsic motivation to further provide a better understanding of 

not only what motivates individuals to innovate, but also the conditions necessary for 

such effects. This investigation can be of particular significance as prior researches have 

suggested that context does have an impact on innovative behaviour (Aryee et al., 2012; 

George & Zhou, 2002). 

 

In addition to this, research on stressors at work have been found to either promote (Fay 

& Sonnentag, 2002) or inhibit (Sonnentag, 2003) proactive behavior. There is a need for 

further research to identify under what circumstances do situational influences promote 

or inhibit innovative work behavior. 

 

5.4.4 Organisational Performance 

Subjective measures of organisational performance have been widely used in research 

and are typically construed as equivalent to objective measures (Wall, Michie, Patterson, 

Wood, Sheehan, Clegg & West, 2004). However, there is still the nagging question of 

validity. Therefore, one possible direction for future research is to gather and use both 

objective and subjective organisational performance data. Researchers can then test for 
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associations by using both types of organisational performance data. If associations are 

found to hold for subjective and objective measures, it would add to the confidence in the 

results. This would also enable an evaluation of whether financial or profitability 

performance responses converge with subjective data collected, such as quality 

performance (relative to competitors), and perceived market share. This can lead to 

expanding the understanding of the taxonomy of organisational performance and in 

shedding light on future research in any discipline that focuses on measuring 

organisational performance. 

 

5.5 Conclusion 

The results demonstrated a three factor solution model consistent with the data and which 

contributes to a fuller understanding of the behaviour related to transformational 

leadership of leaders in GLCs in a wide variety of business sectors in Malaysia. The final 

model generated partially supports the original conceptual framework, as the factors of 

intellectual stimulation and individualised consideration formed a composite factor 

labelled individualised invigoration, while idealised influence and inspirational 

motivation were maintained. The dimensions that were found to have a positive impact 

on transformational leadership were identified as idealised influence, inspirational 

motivation and individualised invigoration. The final measurement model was found to 

have a good fit and is valid in the context of Malaysian GLCs. 

 

Existing literature shows that there is an insignificant number of studies related to 

organisational climate for innovation within the context of Malaysian GLCs. The findings 
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reported demonstrate a six factor solution model consistent with the data and which 

contributes to a fuller understanding of the perception of the climate for innovation of 

managers in GLCs in a wide variety of business sectors in Malaysia. The final model 

generated partially supports the original conceptual framework which consists of nine 

factors. In conclusion, the dimensions that were found to have a positive and significant 

impact on organisational climate for innovation were identified as: debate, challenge, 

idea time, playfulness, conflict and idea support. The measurement model was found to 

have good fit and is valid in the context of Malaysian GLCs. In order to innovate, there 

must be a fertile environment for creativity and innovation to flourish. In this respect, 

organisations that want to excel will not only need to know how to innovate successfully, 

but also will need to understand how to create and maintain an innovative climate.  

 

In terms of innovative work behaviour within the Malaysian context, the results 

demonstrated a two factor solution model that is consistent with the data and which 

contributes to a fuller understanding of the innovative work behaviour of managers of 

GLCs in a wide variety of business sectors in Malaysia. The final model generated, to a 

great extent, does support the original conceptual framework which consists of three 

factors: idea generation, idea promotion and idea realisation. Where it departs from the 

hypothesis lies in the result of the factor analysis where idea promotion and idea 

realisation was consolidated to form a single factor labelled idea actualisation. In 

conclusion, the dimensions that were found to have a positive and significant impact on 

innovative work behaviour were identified as employee behaviour related to the stage of 

idea generation and idea actualisation. The measurement model was found to have 
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acceptable fit and is valid in the context of Malaysian GLCs. Organisations and their 

leaders will need to know how to promote creativity and nurture innovation within the 

organisation and among employees. This should be embraced as a major requirement in 

years to come. In other words, organisations wishing to leverage on innovativeness, will 

need to appreciate how innovative work behaviour of employees can be inculcated or 

encouraged.  

 

As for the fourth and final construct of organisational performance, the results 

demonstrated a two factor solution model consistent with the data and which contributed 

to a fuller understanding of the organisational performance of managers of GLCs in a 

wide variety of business sectors in Malaysia. The final model generated does support the 

original conceptual framework which consists of two factors: operational performance 

and market performance. In this instance, operational performance focuses more on the 

people or relationship component. In conclusion, the dimensions that were found to have 

a positive and significant impact on organisational performance were identified as 

operational performance and market performance. The measurement model was found to 

have good fit and is valid in the context of Malaysian GLCs. 

 

Moving on to the conclusions that can be made in terms of the relationship between the 

constructs, from a theoretical perspective, the results of relationships between 

transformational leadership and climate for innovation, and innovative work behaviour 

are consistent with past work finding that transformational leadership had a positive and 

significant impact on organisational climate for innovation (Politis, 2004; Jung et al., 
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2008; Sarros et. al., 2008) as well as on innovative work behaviour of employees (Kahai 

et al., 2003; Shin & Zhou, 2003). The results and analysis provided evidence that 

transformational leaders, by providing intellectual support, freedom, encouraging debate 

and creating a challenging atmosphere, send signals that the work environment is 

perceived as one where innovation is strongly supported and nurtured, thus leading to a 

positive organisational climate for innovation. This reinforces and supplements earlier 

results related to support dimensions by Shalley and Gilson (2004) and Kissi et al. 

(2012).  

 

The findings show that leaders who can effectively utilise the dimensions of idealised 

influence, inspirational motivation and individualised invigoration should be able to 

promote innovative work behaviour. Leaders with transformational style encourage 

employees to think differently, look for new prospects, and find new solutions to 

problems. Higher order needs also are addressed and creativity is stimulated by using 

intrinsic motivation. Followers are motivated to perform beyond expectation, to adopt 

innovative approaches in their work (Mumford et al., 2002) and to analyse problems in 

innovative ways. The results also provide organisations, specifically Malaysian GLCs, 

with enhanced insight on the prominence of this style of leadership and its factors that 

can facilitate change and meet challenges faced with the onset of trade liberalisation and 

removal of monopolies. The findings from the analysis could serve as a framework for 

organisations seeking to improve the effectiveness of the leadership practices of their 

senior employees. The results highlight the means by which managers can encourage 

employees in their organisation, personally and collectively, to proactively engage in 
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innovative endeavours and demonstrate the positive influence of the idealised influence 

dimension of transformational leadership on innovative behaviour.  

 

Leaders should learn how to articulate a challenging vision of the future raise followers‘ 

expectations and reinforce confidence in their ability to reach ambitious goals (Cho & 

Dansereau, 2010) while inspiring them to think outside the box. Visionary leadership 

reflected in the provision of adequate resources, funding, personnel, time for creative 

activities and rewarding innovation (Kissi et al., 2012). To facilitate individual 

consideration, leaders may wish to utilise personalised coaching and mentoring which 

will promote recognition of each individual employees‘ unique talents and skills and then 

follow up with providing individualised learning opportunities and support. Finally, 

through intellectual stimulation, a leader can arouse each employee‘s innovative potential 

by adjusting the former‘s action to match the employee‘s capabilities and intelligence 

while focusing on their needs for achievement, growth and learning opportunities (Bass 

& Riggio, 2006). Encouraging the use of lateral and critical thinking can facilitate 

intellectual pursuits. 

 

The findings reported also demonstrated the importance of organisational innovative 

climate and its direct impact on employees‘ innovative work behaviour. It showed that 

the results are consistent with past work that found climate for innovation had a positive 

and significant impact on innovative work behaviour (De Jong & Den Hartog, 2007; 

Krause, 2004) and the results supported those studies carried out in a Malaysian context 

(Kheng & Mahmood, 2013). One implication of this finding is that leaders who can 
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effectively utilise climate dimensions, such as idea support and debate, should be able to 

promote behaviours that are pro-innovation. According to Odoardi et al. (2010), the 

perception of ample support to idea development and implementation and to the 

improvement of skills related to innovation may enhance an individual‘s confidence in 

their competence to stimulate and maintain innovative work behaviours. There is a need 

to systematically work with climate dimensions — specifically, idea support and debate 

— to create a climate conducive to innovation. To support innovative work behaviour 

among employees, it is necessary to focus on each of these dimensions. In this context, 

the findings from the analysis contribute to existing literature on organisational 

innovation by illustrating how various aspects of the climate for innovation dimensions 

can be operationalised and assessed, while showing how individual work behaviour is 

impacted, making them more explicit and easier to discuss. It is important for employees 

to feel safe in groups and at work so that they will not be reluctant to envision and share 

new ideas (West & Farr, 1990).  

 

The findings also provide a theoretical framework that helps to identify innovative work 

behaviour as a positive predictor of organisational performance. From a theoretical 

perspective, the results are consistent with past works which concluded that innovative 

work behaviour has a positive and significant impact on organisational performance and 

creates a competitive advantage (Janssen et al., 2004; Shih & Susanto, 2011). The 

analysis shows that leaders who can effectively promote innovative behaviours in 

employees will most likely result in enhanced organisational level performance. The 

relationship between the two constructs might be more intricate than suggested. 
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Innovative behaviour in individuals may directly affect organisational performance 

positively or it may influence other behavioural elements that, in turn, influence 

performance. To ascertain this impact, it would be prudent to focus on this issue and 

include potential mediators, such as employee engagement or intrinsic motivation, to get 

a clearer picture. Nevertheless, as Imran and Haque (2011) pointed out, as work is 

growing to be more knowledge based, all employees are considered to be an important 

source for innovation to propagate, and are encouraged to exhibit innovative work 

behaviours to enhance the performance of organisations. This result also lends support to 

Kissi et al.‘s (2012) contention that a sustained support for innovation could lead to 

higher organisational effectiveness resulting in improved long term performance and, as 

such, it is crucial that innovation is encouraged as a part of everyday work practice, while 

stressing that leaders have an important role to facilitate this.  

 

Climate for innovation was identified as a positive predictor of organisational 

performance, which is consistent with past work stating that climate for innovation has a 

positive and significant impact on organisational performance (Crespell & Hansen, 2009; 

King et al, 2007; Nybakk & Janssen, 2012; Tidd & Bessant, 2009). One conclusion is 

that leaders who can effectively utilise the climate dimensions, such as idea support and 

debate, should be able to promote behaviours that will strive to enhance performance in 

organisations. The climate may increase innovation and affect organisational 

performance positively, as described by researchers such as Nybakk and Janssen (2012) 

and Tidd and Bessant (2009), or it may influence other organisational processes that, in 

turn, influence performance. To ascertain this impact, it would be prudent to focus on this 
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issue and include potential mediators, such as employee engagement or intrinsic 

motivation, to get a clearer picture. In addition, to create this environment, organisations 

might coach managers to be encouraging and supportive, enhance their people skills, and 

prioritise development of strong teams where dimensions such as debate and idea sharing 

are prevalent.  

 

In terms of the impact of leadership behaviour on performance, the findings from the 

analysis provide significant evidence that the transformational leadership style of leaders 

in GLCs has a positive and significant effect on their organisations‘ performance, 

specifically in the context of Malaysian GLCs. While this is not necessarily a surprising 

finding if viewed from the angle of leadership style, the value of the results is the fact that 

specific dimensions of transformational leadership behaviour, such as ideas support, 

idealised influence and individualised consideration, have a significant and positive 

impact on organisational outcomes. This is consistent with the outcome of studies by 

Bass et al. (2003), Bartram and Casimir (2007), Casimir, Waldman, Bartram and Yang 

(2006), and Wang and Rode (2010). Moreover, Soliman (2011) highlighted that leaders 

should communicate with vision, energising and accelerating innovation processes to 

innovate. In terms of theory related to the transformational–transactional leadership 

paradigm, there is now considerable evidence from meta-analysis (Dumdum, Lowe & 

Avolio, 2002; Judge & Piccolo, 2004) that transactional and transformational leadership 

are positively related to various indicators of individual and organisational performance. 

However, transformational leadership was more strongly associated with performance 

than transactional leadership (Rowold, 2011). Zhu et al. (2009) suggest that visionary and 
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inspirational leadership will result in high levels of cohesion, commitment, trust, 

motivation and, hence, performance.  

 

According to Egbu, Botterill and Bates (2001) innovation is the new prerequisite for 

creating competitive advantage and out of necessity, leaders must, and can, learn 

effective leadership through training, observation, practice, coaching and mentoring. 

Leaders will be better equipped to make positive changes if organisations can target 

training and development programs that place emphasis on the dimensions of intellectual 

stimulation, idealised influence and individualised consideration. This is possible, as 

research has shown that transformational leadership can be learnt or developed (Barling 

et al., 1996; Dvir et al., 2002). Through management development programs, coupled 

with coaching and mentoring of current and potential leaders in appropriate leadership 

behaviour, can work towards developing leaders that are more transformational in their 

leadership style.  

 

The final conclusion of this thesis is that transformational leadership style is a key 

influential factor that has a positive and significant impact on organisational climate for 

innovation, employees‘ work behaviours and organisational performance. 

Transformational leadership style strives to achieve results beyond that which is normal 

and sets higher corporate goals by rousing the importance of the organisation‘s mission, 

by stimulating employees to think innovatively about a problem or task and by placing 

organisational goals above individual self-interest. Transformational leaders also align 

their personal principles and values with that of the organisation and they nurture their 
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employees to internalise the very same principles and values. The underlying notion is 

that every member of the organisation is transformed to improve individual work 

behaviour and performance which, in turn, may facilitate the organisation to become 

more productive and successful. Innovation can be a major source of competitive 

advantage, and transformational leaders have the right characteristics to build a 

conducive climate that makes the workplace a fertile ground for innovativeness while 

supporting, encouraging and valuing innovative work behaviour of their people which, in 

essence, is at the core of the innovation process. 
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APPENDIX A 

 

 

INFORMATION LETTER FOR RESEARCH PARTICIPANTS 

 

Dear sir/madam, 

This letter is an invitation to participate in a research study which I am conducting as a requirement 

for the Doctor of Business Administration program at the School of Business of Charles Sturt 

University, Australia. My research is entitled: The Impact of Transformational Leadership on 

Organisational Climate for Innovation, Innovative Work Behaviour and Organisational 

Performance in Government-linked Companies. 

The purpose of this research is to explore the relationship between transformational leadership and 

the organisational climate for innovation or work environment dimensions that are most conducive 

to creativity and innovation and the effect on innovative work behaviour and the performance of the 

organisation. Your participation in the study will contribute to a better understanding of which style 

best influences the organisational environment that stimulates innovation and performance, 

specifically in government-linked companies.  

Your participation in this research is voluntary.  This study will involve filling out a five part 

survey based questionnaires based on your perception only and should take approximately 30 

minutes to complete. I would greatly appreciate your completing the enclosed questionnaire and 

returning it in the self addressed envelope provided. Since the validity of the results depend on 

obtaining a high response rate, your participation is crucial to the success of this research.  You may 

decline to answer any question and you have the right to withdraw from participation at any time.  

Your return of (instrument) indicates your consent to participate in this research. Please be assured 

that your responses will be held in the strictest confidence. Your name will not be required. All data 

collected in this research will be retained for five years on a password protected private hard drive 

and only the research supervisor and I will have access. All data and hardcopies of questionnaires 

will be deleted or destroyed by shredding after the five year period. There are no known or 
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anticipated risks to you as a participant in this research. If the results of this research were to be 

written for publication, no identifying information will be used. 

If you have any questions regarding this research, or would like additional information to assist you 

in reaching a decision about participation, please contact me at (+6016 2252441) or by email at 

royshanker@csu.edu.au. My principal doctoral supervisor is Dr Ramudu Bhanugopan and can be 

contacted by email at bramudu@csu.edu.au. 

This study has been approved by Charles Sturt University Faculty of Business‘ Ethics in Human 

Research Committee. If you have any complaints or reservations about the ethical conduct of this 

study, you may contact the committee through the appropriate Executive Officer: 

School of Business 

Faculty of Business 

Charles Sturt University 

Bathurst NSW 2795 

Australia 

School Secretary: Phone +61 2 63384232 

Or email Dr Pamela Mathews at pmathews@csu.edu.au 

 

Any issues you raise will be treated in confidence and investigated fully and you will be informed 

of the outcome. I hope that the results of my research will be of benefit to those organisations 

directly involved in this study, as well as the broader research community. 

Thank you in advance for your kind assistance in this research. 

Yours sincerely, 

 

Roy Shanker Letchumanasamy 

 

 

mailto:royshanker@csu.edu.au
mailto:pmathews@csu.edu.au
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APPENDIX B 

CHARLES STURT UNIVERSITY, AUSTRALIA 

CONSENT FORM 

Research title: The Impact of Transformational Leadership on Organisational Climate for 

Innovation, Innovative Work Behaviour and Organisational Performance in Government-linked 

Companies. 

Investigator: Roy Shanker  

Research Supervisor: Dr Ramudu Bhanugopan (bramudu@csu.edu.au) 

 

I have read the information presented in the information letter about a study being 

conducted by the School of Business at Charles Sturt University, Australia. I understand 

that I am free to withdraw my participation in the research at any time, and that if I do I 

will not be subjected to any penalty or discriminatory treatment. The purpose of the 

research has been explained to me and I have read and understood the information sheet 

given to me and I have been given the opportunity to ask questions about the research and 

received satisfactory answers. 

I understand that any information or personal details gathered in the course of this research 

about me are confidential and that neither my name nor any other identifying information 

will be used or published without my written permission. 

Charles Sturt University‘s SB Ethics in Human Research Committee has approved this 

study. I understand that if I have any complaints or concerns about this research I can 

contact: 

 

Executive Officer 

Ethics in Human Research Committee 

Academic Secretariat 

Charles Sturt University 

Private Mail Bag 29 

Bathurst NSW 2795 

 

Phone: (02) 6338 4628  Fax:  (02) 6338 4194 

Email:  ethics@csu.edu.au 

With full knowledge of all foregoing, I agree, of my own free will, to participate in this 

study. 

YES     NO       Signature :   Date : 

mailto:bramudu@csu.edu.au
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APPENDIX C 

CHARLES STURT UNIVERSITY, AUSTRALIA 

School of Business 

Doctorate Research Questionnaire 

2012 

Please answer all items on this answer sheet. Please answer this questionnaire anonymously. 

Please tick or circle to answer the following questions according to your actual situation. 

 

A. Background 

1. Position in organisation : First Level Management (Assistant Manager) 

Middle Management (Manager) 

     Senior Management (CEO/ Director) 

2. Business sector  : Manufacturing/ Engineering/ Industrial     

Finance/ Banking     

Agriculture     

Energy/ Utilities     

Service Sector    

Others (please specify) _________________________ 

3. Years in service  : 

4. Age    :  20-30  31-40  41-50  51 and above 

5. Gender   :  Male  Female 

6. Education   :  Secondary         

Diploma 

Degree 

Post graduate 
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B. Leadership Style 

This questionnaire is used to describe the leadership style of your superior as you perceive it.  

Descriptive statements are listed on the following pages. Judge how frequently each statement fits the 

person you are describing. Use the following rating scale: 

 

Not at all Once in a while Sometimes Fairly often Frequently, if not 

always 

0 1 2 3 4 

 

My superior. . . 

1. Re-examines critical assumptions to question whether they are appropriate   0 1 2 3 4 

2. Talks about his/her most important values and beliefs      0 1 2 3 4 

3. Seeks differing perspectives when solving problems      0 1 2 3 4 

4. Talks optimistically about the future        0 1 2 3 4 

5. Instills pride in me for being associated with him/her      0 1 2 3 4 

6. Talks enthusiastically about what needs to be accomplished      0 1 2 3 4 

7. Specifies the importance of having a strong sense of purpose      0 1 2 3 4 

8. Spends time teaching and coaching         0 1 2 3 4 

9. Goes beyond self-interest for the good of the group       0 1 2 3 4 

10. Treats me as an individual rather than just as a member of a group     0 1 2 3 4 

11. Acts in ways that builds my respect        0 1 2 3 4 

12. Considers the moral and ethical consequences of decisions      0 1 2 3 4 

13. Displays a sense of power and confidence        0 1 2 3 4 

14. Articulates a compelling vision of the future        0 1 2 3 4 

15. Considers me as having different needs, abilities, and aspirations from others   0 1 2 3 4 

16. Gets me to look at problems from many different angles      0 1 2 3 4 

17. Helps me to develop my strengths        0 1 2 3 4 

18. Suggests new ways of looking at how to complete assignments     0 1 2 3 4 

19. Emphasises the importance of having a collective sense of mission     0 1 2 3 4 

20. Expresses confidence that goals will be achieved       0 1 2 3 4 

 

 

 

 

 

 

Continued  
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C. Climate for Innovation 

Using the following rating scale: 

 

Not applicable Applicable to some 

extent 

Fairly applicable Applicable to a high 

degree 

0 1 2 3 

 

Challenge 

1. Most people here strive to do a good job        0 1 2 3 

2. The work atmosphere here is filled with energy       0 1 2 3 

3. Most people here enjoy contributing to the success of the organisation    0 1 2 3 

4. People here feel deeply committed to their jobs      0 1 2 3 

5. The atmosphere here is compelling        0 1 2 3 

6. People desire to improve the quality of work here      0 1 2 3 

7. People are committed to solving problems here      0 1 2 3 

8. People here take a sincere interest in their work      0 1 2 3 

 

Freedom 

9. People here make choices about their own work      0 1 2 3 

10. Most people here usually control their own work      0 1 2 3 

11. People here make decisions on their own to a fairly large extent    0 1 2 3 

12. Most people here prioritise their own work to a rather large extent    0 1 2 3 

13. People here tend to define their own work projects      0 1 2 3 

14. People feel free to take individual initiatives here      0 1 2 3 

 

Trust 

15. People here do not talk behind each others‘ backs      0 1 2 3 

16. People here do not steal each others‘ ideas       0 1 2 3 

17. There is no fear of being ―stabbed in the back‖ here       0 1 2 3 

 

Idea Time 

18. One has opportunity to stop work here in order to test new ideas    0 1 2 3 

19. Flexible time-lines allow people here to consider alternatives     0 1 2 3 

20. Time is available to explore new ideas here       0 1 2 3 

21. People here have enough time to think about their ideas     0 1 2 3 

22. The pace of work here allows for testing of new ideas     0 1 2 3 

23. Most people have time to think through new ideas here     0 1 2 3 

 

Playfulness 

24. People here exhibit a sense of humour       0 1 2 3 

Continued  
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25. People here have fun when they work       0 1 2 3 

26. People here often engage in laughter        0 1 2 3 

27. A playful atmosphere prevails here        0 1 2 3 

28. Good natured joking and teasing occurs frequently here     0 1 2 3 

29. The atmosphere here is easy-going and light-hearted      0 1 2 3 

 

Conflicts 

30. There is a great deal of personal tension here       0 1 2 3 

31. There are quite a few people here who cannot tolerate each other    0 1 2 3 

32. It is common here to have people plot against each other     0 1 2 3 

33. There is a good deal of tension here due to prestige differences    0 1 2 3 

34. There are power and territory struggles here       0 1 2 3 

35. The atmosphere here is filled with gossip and slander      0 1 2 3 

 

Idea Support 

36. People here receive support and encouragement when presenting new ideas   0 1 2 3 

37. People usually feel welcome when presenting new ideas here     0 1 2 3 

38. People here are usually accepting of new ideas      0 1 2 3 

39. People generally share their ideas because they are listened to and encouraged  0 1 2 3 

40. Initiative often receive favourable response so people feel encouraged to generate ideas 0 1 2 3 

 

Debates 

41. Many different points of view are shared here during discussion    0 1 2 3 

42. Differences of opinion are frequently expressed here      0 1 2 3 

43. People here often exchange opposing viewpoints      0 1 2 3 

44. A wide variety of viewpoints are expressed here      0 1 2 3 

45. People here often discuss different points of view      0 1 2 3 

46. A diversity of perspectives is allowed here       0 1 2 3 

 

Risk Taking 

47. People here can move forward even in the face of uncertainty     0 1 2 3 

48. People here feel as though they can take bold actions even if outcome is unclear  0 1 2 3 

49. People here often venture into unknown territory      0 1 2 3 

50. Uncertainty and ambiguity are tolerated here       0 1 2 3 

 

 

 

 

 

Continued  
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D. Innovative Work Behaviour 

Using the following rating scale: 

         

Never Rarely Sometimes Frequently Quite Often Most times Always 

1 2 3 4 5 6 7 

 

How often do you perform the following work activities? 

 

1. Creating new ideas for improvements           1 2 3 4 5 6 7 

2. Mobilising support for innovative ideas         1 2 3 4 5 6 7 

3. Searching out new working methods, techniques, or instruments      1 2 3 4 5 6 7 

4. Acquiring approval for innovative ideas         1 2 3 4 5 6 7 

5. Transforming innovative ideas into useful applications        1 2 3 4 5 6 7 

6. Generating original solutions to problems         1 2 3 4 5 6 7 

7. Introducing innovative ideas in a systematic way        1 2 3 4 5 6 7 

8. Making important organisational members enthusiastic for innovative ideas     1 2 3 4 5 6 7 

9. Thoroughly evaluating the application of innovate ideas        1 2 3 4 5 6 7 

 

E. Organisational Performance 

Much worse than the 

competitors 

Equal to the 

competitors 

Better than the 

competitors 

Much Better than the 

competitors 

1 2 3 4 

 

How would you compare your organisation’s performance over the past 3 years to that of other 

organisations that do the same kind of work in terms of… 

1. Quality or products or services?         1 2 3 4 

2. Development of new products or services?        1 2 3 4 

3. Ability to attract essential employees?        1 2 3 4 

4. Ability to retain essential employees?         1 2 3 4 

5. Satisfaction of customers or clients?         1 2 3 4 

6. Relationship between management and other employees?      1 2 3 4 

7. Relationship between employees in general?        1 2 3 4 

8. Marketing effort?           1 2 3 4 

9. Growth in sales?           1 2 3 4 

10. Profitability?           1 2 3 4 

11. Market share?           1 2 3 4 

Thank You 
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APPENDIX D 

DEMOGRAPHICS  

 

Demographic Variables 

Total Sample 

(N=202) 

  N % 

Gender 

Male 88 43.6% 

Female 114 56.4% 

      

Age 

20-30 57 28.2% 

31-40 98 48.5% 

41-50 34 16.8% 

Above 50 13 6.4% 

      

Education Level 

Diploma 36 17.8% 

Degree 134 66.3% 

Postgraduate Degree 32 15.8% 

      

Position in Organisation 

First Level Management (Assistant Manager) 0 0% 

Middle Management (Manager) 202 100.0% 

Senior Managers (CEO/ Director) 0 0% 

      

Years in Service 

Less than 5 years 64 31.7% 

5-10 years 58 28.7% 

10-20 years 70 34.6% 

More than 20 years 10 5.0% 

      

Business Sector 

Manufacturing/ Industrial/ Engineering 39 19.3% 

Financial Services/ Banking 77 38.1% 

Agricultural 19 9.4% 

Energy/ Utilities 37 18.3% 

Service Sector 6 3.0% 

Construction Sector 24 11.9% 

      

 


