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Executive Summary 

 This study evaluates the effect of transformational leadership on organizational 
innovation as well as the potential mediating effect of organizational learning on this 
relationship. To examine these issues, a survey was conducted of 248 participants from public 
and private organizations in Dubai, United Arab Emirates (UAE). Results of this survey 
demonstrate that transformational leadership was strongly related to organizational innovation. 
In addition, the results found organizational learning mediated this relationship for firms in both 
the public and private sectors. This study represents a preliminary attempt to investigate 
transformational leadership and its effect on organizational innovation within both public and 
private firms in a non-Western nation. By exploring the effects of transformational leadership, 
the study expands the general understanding of the concept, as well as its association with 
several other variables related to organizational output and performance. 

Peter Drucker argued, “As the trees are rotten from the head and die, organizations are 
suffering from degradation and destruction when the managing director of that organization can’t 
manage it” (quoted in Hassan & Faezeh, 2011, p. 422). This statement highlights the significant 
role that managers play in the success or failure of organizations. Indeed, senior managers are 
critical not only with regard to the articulation of organizational goals, but also the execution of 
strategies needed to make a corporation competitive in a given market. 

As a result of rapid changes in technology, globalization, and shortening product life 
cycles, most organizations have been compelled to adapt to ensure their survival in this dynamic 
environment (Garcia-Morales, Llorens-Montes, & Verdu-Jover, 2007). However, organizations 
are largely unable to adapt and achieve success unless they have managers who are able to 
motivate employees to be innovative in their pursuit of both short and long-term goals.  

In this way, innovation is a key contributor to the development of an organization’s 
competitive advantages in a market and, therefore, its success. Innovation increases the 
efficiency and effectiveness of organizational activities and facilitates the improvement of 
products and services that organizations offer, thereby promoting long-term survival 
(Gumusluoglu & Ilsev, 2009b). Owing to its significance for organizational outcomes, many 
researchers have sought to identify the factors that can affect organizational innovation. Some 
researchers have found that leadership style is an important factor in this regard (e.g., Jung, 
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Chow, & Wu, 2008). Using Burn’s (1978) model, Sabir, Sohail, and Asif Khan (2011) identified 
two leadership styles that affect innovation: transformational and transactional leadership. 
Transformational leaders emphasize the necessity of organizational change in dynamic markets 
and promote creativity and innovation. In contrast, transactional leaders tend to favor the status 
quo and foster performance through well-defined tasks designed to meet specific performance 
objectives (Eisenbiess, Knippenberg, & Boerner, 2008).  

Transformational leaders motivate subordinates to achieve their organizational goals 
through four behavioral elements: charisma, intellectual stimulation, consideration, and 
inspiration (Jaskyte, 2004). Moreover, transformational leaders indirectly support innovation by 
affecting employee commitment and cultivating an organizational atmosphere that motivates 
employees to generate new ideas geared towards sustaining organizational survival in the long-
term (Avolio, Zhu, Koh, & Bhatia, 2004). As a result, employees of transformational leaders 
tend to be more satisfied with their work environment and more likely to develop innovative 
contributions to organizational success (Elenkov & Manev, 2005).  

Most research on the relationship between leadership styles and innovation has been 
performed on Western nations. Comparatively few studies have been conducted in a Middle 
Eastern cultural setting (Mozhdeh, Wan, & Amin, 2011). In addition, the majority of past 
research on innovation has focused on the private sector (Sarros, Cooper & Santora, 2011); few 
scholars have explored the concept of innovation in the public sector where firms face a number 
of unique challenges related to the execution of government functions and the effective provision 
of public services (Hartley, 2005). These challenges demand the development of innovative 
methods of conducting business among public-sector firms (Borins, 2002). Moore and Hartley 
(2008) argued that dealing with the challenges of the public sector requires leadership strategies 
based on an understanding of the ways in which leaders can promote innovation. Given this 
argument, it is essential that public organizations devote greater effort to supporting continuous 
innovation among their employees through leadership practices to this end (Hartley, 2005).  

The United Arab Emirates (UAE) has begun to focus increased attention on innovation 
for the development of infrastructure and information communication networks (Sadik & 
Elbadawi, 2012). The UAE seeks to improve the performance of firms in its public sector by 
making significant changes to the management processes that characterize public organizations. 
To be effective, these changes will require the creation of innovative organizations, which will 
themselves require transformational leadership.  

The Emirati government has reinforced the importance of innovation through excellence 
awards and leadership programs (Al Marashi & Bhinder, 2008). In a report on global 
competitiveness for 2011-2012, the UAE ranked 27th on the basis of its innovations and 
technological sophistication (Schwab, 2012). By promoting organizational innovation, the 
standing of the UAE in this ranking can be improved. To this end, the Emirates Competitiveness 
Council (2012) argued,  “The UAE Government has invested heavily in the development of 
infrastructure and will continue to do more in the years ahead…the public and private sectors are 
working in parallel for innovations across sectors” (p. 1).  
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Dubai is one of the seven emirates of the UAE. As a result of Prime Minister Sheikh 
Mohammed bin Rashid al-Maktoum’s vision for the UAE by the year 2021; the country has 
experienced significant growth in its innovative capacity (Perry, 2011). Al-Maktoum’s vision 
involves the promotion of creativity, energy, and intelligence to keep Dubai a decade ahead of 
other countries in terms of innovation (Al-Banawi, 2012). Because Dubai seeks to implement a 
culture of innovation across all organizations, and the promotion of innovation typically requires 
creative transformational leadership, the focus of the current study is to examine the effect of 
transformational leadership on organizational innovation.  

 

Literature Review 

 

Transformational Leadership                                        

Leadership is the art of influencing and guiding followers to achieve common goals that 
contribute to organizational success (Marki & Scandura, 2010). Though leadership relates to the 
influence and guidance of employees in a general sense, past research has identified different 
types of leadership styles that can contribute to organizational development in different ways 
(Hirtz, Murray, & Riordan, 2007). Most notably, transactional and transformational leadership, 
which are based on work by Weber (1947) and Burns (1978), represent two styles that have been 
studied extensively in the literature.  

Burns (1978) was the first to describe differences between transformational and 
transactional leadership styles. Transactional leadership describes a dynamic between leaders 
and their employees in which the latter receive wages in exchange for complying with the 
leader’s wishes (Boseman, 2008). Transactional leadership also relates to contingent rewards and 
management by exception (Mozhdeh, Wan, & Amin, 2011). In contrast, transformational 
leadership is characterized by high levels of motivation and morale among leaders and followers 
(Damirch, Rahimi, & Sayyedi, 2011). These positive outcomes are largely attributable to the 
leader’s personality, the clarity of their vision, the ability to change the expectations of their 
followers, and the drive to motivate followers to achieve common goals. For the purpose of the 
present study, the focus is on transformational leadership and how it can affect organizational 
innovation. 

Transformational leaders encourage followers to actively address dynamic changes in the 
organization’s environment (Bommer, Rubin, & Baldwin, 2004), motivate followers to perform 
beyond expectations (Damirch, Rahimi, & Sayyedi, 2011), and drive them to satisfy their needs 
and achieve their personal aspirations (Sivanathan & Fekken, 2002). In addition, 
transformational leaders typically elicit greater agreement from followers in relation to 
organizational strategic objectives. This agreement can promote job satisfaction and motivation 
among employees, thereby reducing work-related problems (Schepers, Wetzels, & Ruyter, 
2006).  
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Many organizations are complex and have dynamic work environments. Because of their 
capacity to help followers deal with environmental uncertainty, transformational leaders are the 
ideal agents of organizational change (Sabir, Sohail, & Asif Khan, 2011). However, to promote 
change within an organization, it is first necessary to render that organization an innovative one. 
This enables transformational leaders to inspire their followers to think in new, creative ways 
(Lam, 2011).  

 

Dimensions of Transformational Leadership 

Laohavichien, Fredendall, and Catrell (2009) postulated that transformational leadership 
is comprised of four dimensions: influence, inspirational motivation, intellectual stimulation, and 
individualized consideration. Idealized influence refers to the degree to which leaders inspire 
their followers through moral behavior. By affecting employee behavior, transformational 
leaders can incite commitment and loyalty from their followers (Gregory, Moates, & Gregory, 
2011). Inspirational motivation relates to a leader’s provision of meaningful and challenging 
work-related tasks to motivate and inspire their followers (Humphreys & Einstein, 2003). 
Intellectual stimulation concerns the methods leaders use to enhance the innovativeness and 
creativity of their followers. Typically, these methods include the invitation of new solutions to 
problems without criticizing errors that may occur (Birasnav, Rangnekar, & Dalpati, 2010). 
Finally, individualized consideration refers to the concern that leaders have for their followers’ 
needs. Individualized concern is typically related to a leader’s readiness and ability to provide 
support to employees in their career-related pursuits (Judge & Piccolo, 2004). Each of these 
dimensions must be integrated and implemented to achieve organizational transformation 
(Ladkin, 2006). 

Moreover, many researchers have shown that leaders who exhibit these four behaviors 
are uniquely capable of (a) influencing followers’ norms and values on such that they align with 
organizational goals, (b) changing employees’ conceptions of the organization and themselves, 
and (c) motivating followers to strive to exceed managerial expectations of them (Jung, Chow, & 
Wu, 2003; Laohavichien, Fredendall, & Catrell, 2009; Nicholason II, 2007; Voon, Lo, Ngui, & 
Ayob, 2011). 

 

Organizational Innovation  

Innovation has become a key concept for a vast number of organizations in recent years 
(Damirch, Rahimi, & Sayyedi, 2011). Similarly, the importance of innovation for organizations 
is reflected in the increased empirical attention it has received from a number of researchers 
(Janssen, Van der Vliert, & West, 2004). Hartley (2005) argued that the explosion in interest in 
innovation derives from its necessity for organizational survival in both the private and public 
sectors. As effectively summarized by Cooper (cited in Eveleens, 2010), “It is war: Innovation or 
die” (p. 1). Ultimately, the primary objective of innovation is the development of ideas and the 
modification of these ideas to promote long-term survival (Mozhdeh, Wan, & Amin, 2011).  
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Gumusluoglu and Ilsev (2009b) note that Schumpeter (1934) was the first to offer an 
empirical, research-based treatment of innovation. Schumpeter (1934) described the innovation 
process as the creation of a new brand, as well as that brand’s effect on economic development. 
Since Schumpeter’s original explication, various researchers have described innovation in a 
number of ways. For example, Sarros, Cooper, and Santora (2008) defined innovation as a 
process to solve problems that face the organization. Ho (2010) claimed that innovation is a form 
of learning that generates an organizational response to environmental changes. Despite the 
plethora of ways innovation has been defined, its importance for long-term organizational 
survival has remained a key element of all conceptualizations of the term (Khan, Rehman, & 
Fatima, 2009).  

As suggested by these definitions, the literature contains a highly diverse group of 
classifications for organizational innovation. Ho (2010), for example, classified innovation as 
technological or administrative in kind. Pasche and Magnusson (2011) classified organizational 
innovation as being radical or incremental. Whereas radical innovation requires entirely new 
knowledge and resources (i.e., competence-destroying), incremental innovation builds upon 
existing knowledge and resources. 

 

The Impact of Transformational Leadership on Organizational Innovation  

Managers who treat the concept of innovation as an organizational benefit are likely to 
provide the resources and support necessary for employees to accept and explore new ideas 
(Damirch, Rahimi, & Sayyedi, 2011). In this way, managers that emphasize innovation among 
employees are capable of affecting innovation within the entire organization (Laohavichien, 
Fredendall, & Catrell, 2009). The tendency for transformational leaders to motivate employees to 
exceed that which is expected of them also contributes to the achievement of organizational 
objectives (Mozhdeh, Wan, & Amin, 2011).  

Given the number of ways that transformational leadership has been hypothesized to 
affect organizational innovation, a number of scholars have performed empirical studies to 
evaluate this possibility. Jung, Wu, & Chow (2008), for example, found a direct, positive 
association between transformational leadership and organizational innovation. They argued that 
transformational leadership promotes innovation by affecting employees’ personal value systems 
in such a way that the employees are motivated to perform their jobs better. Similarly, using a 
sample of 150 Iranian workers, Damirch, Rahimi, & Sayyedi (2011) found that transformational 
leaders provide an environment conducive to organizational innovation. The authors claimed that 
transformational leaders are able to do so through their ability to provide the resources and 
support necessary to facilitate a consideration of new ideas among employees. 

Taken together, these studies suggest that transformational leadership can encourage and 
foster organizational innovation. As such, the following hypothesis is offered: 

H1: Transformational leadership is positively related to organizational innovation. 
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The Effect of Organizational Learning on the Relationship between Organizational 
Innovation and Transformational Leadership 

Learning is important for organizations because it facilitates employee adaptation to an 
unstable business environment, thereby promoting better organizational performance (Patterson, 
Warr, & West, 2004). According to Bryant (2003), transformational leaders invest time and 
resources into the development of organizational learning mechanisms to promote innovation, 
which in turn leads to organizational effectiveness. Many researchers have shown that 
organizational learning mediates the positive relationship between transformational leadership 
and organizational innovation (e.g., de Weerd-Nederhof, Pacitti, de Silva Gomes, & Pearson, 
2002).  

In a study of 330 teachers in 36 postsecondary schools, Hsiao and Chang (2011) 
proposed a model to investigate the effect of transformational leadership on organizational 
innovation. This model incorporated organizational learning as a mediator of this association. 
The results of this study provided support for the notion that both transformational leadership 
and organizational learning positively affect organizational innovation. Interestingly, the 
mediated effect of transformational leadership on organizational innovation through 
organizational learning was more substantial than the direct effect of transformational leadership. 
They found that organizational learning positively affects organizational innovation. Taken 
together, these findings provided support for the possibility that organizational learning mediates 
the relationship between transformational leadership and organizational innovation. 

Bhat, Rangnekar, and Barua (2013) concluded that organizations should provide learning 
opportunities for their employees to allow for intra-group learning. They argued that leaders 
expect employees to develop specific skills at the workplace as a function of their participation 
in specific learning processes. By developing these expectations for employees, transformational 
leaders effectively challenge their followers’ established perspectives and promote creativity.  

These leadership studies suggest that transformational leaders can increase organizational 
innovation through a focus on organizational learning (Zahay & Handfield, 2004). As such, two 
hypotheses are proposed to test this assertion: 

H2. Transformational leadership is positively related to organizational learning. 

H3. Organizational learning is positively related to organizational innovation. 

In summary, this study is designed to clarify the relationship between transformational 
leadership and organizational innovation, which the study contends is mediated by organizational 
learning. In addition, transformational leadership is examined along four dimensions: idealized 
influence, inspirational motivation, intellectual stimulation, and individualized consideration. 
(Garcia-Morales, Llorens-Montes, & Verdu-Jover, 2007; Garcia-Morales, Matias-Reche, & 
Hurtado-Torres, 2008; Hsiao & Chang, 2011).  
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Organizational 
learning 

Organizational 
innovation 

Research Model 

Figure 1 provides an illustration of the model being tested. This model features direct and 
indirect relationships between transformational leadership, organizational learning, and 
innovation. Note that the model also accounts for the multi-dimensionality of transformational 
leadership, as its four behavioral components are accounted for in the box that represents the 
exogenous effect of transformational leadership. 

 

 

 

   

 

 

 

 

 

Figure 1. Research model 

 

Methodology 

 

Participants 

To ensure sample heterogeneity, survey questionnaires were randomly distributed to 
individuals within public and private firms in Dubai. Of the 300 questionnaires distributed, 248 
(82.7%) were returned. To further ensure the heterogeneity of the sample, data were collected 
from personnel in different functional areas across multiple public and private organizations. 

One hundred thirty-three (53.6%) questionnaires were returned from individuals within 
public agencies and 115 (46.4%) respondents worked for private firms. The majority (65.4%) of 
respondents from the public organizations were male (65.4%) and between the ages of 25 and 35 
years (51.1%). Within the private organizations, 49.6% of respondents were male and 48.7% 
were between the ages of 25 and 35. The majority of respondents from the public sector earned a 
bachelor’s degree (54.0%) and had between six and ten years of work experience (27.1%). In 
contrast, most respondents in the private sector had only two to five years of experience, but the 
larger majority had earned a bachelor’s degree (69.6%).  
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Design 

All variables in the model were measured using validated five-point Likert scales ranging 
from 1 (strongly disagree) to 5 (strongly agree). Transformational leadership was evaluated by 
using a modified version of Singh and Krishnan’s (2007) Transformational Leadership 
Questionnaire (TLQ). This scale is comprised of 30 items that load onto four factors: idealized 
influence, inspirational motivation, intellectual stimulation, and individualized consideration. 
Some examples of items on the modified version of the TLQ include:  

“The leader not only develops others, but brings the best out of them in pressure situations.” 
“The leader ensures that others get all possible support so that they can pursue other interests of 
life.”  

“The leader recognizes the fact that different people need to be treated differently.” 

Organizational learning was measured with an 18-item scale developed by Garmon 
(2004). Examples of the items on the scale include:  

“In my organization, people openly discuss mistakes in order to learn from them.”  

“In my organization, people help each other learn.”  

“In my organization, people are encouraged to ask why regardless of rank.”  

Finally, organizational innovation was measured with a 22-item scale developed by Scott 
and Bruce (1994). Examples of items on this scale include:  

“This organization can be described as flexible and continually adapting to change.”  

“A person can't do things that are too different around here without provoking anger.” “The best 
way to get along in this organization is to think the way the rest of the group does.”  

“People around here are expected to deal with problems in the same way.”  

 In addition to the variables of interest, demographic data were also collected from 
respondents. Specifically, information was solicited from respondents related to their gender, 
age, organizational experience, education level, job position, and the type of organization 
(public/private) in which the respondent  was employed. 

 

Results and Analyses 

Table 1 summarizes the reliability analyses associated with each measurement scale. The 
reliability estimates (indexed as Cronbach’s alpha) for each of the respective dimensions of the 
survey ranged from 0.84 to 0.93, indicating that all sub-scales were reliable. The reliability 
estimate for the overall questionnaire was even higher (0.95), indicating the internal consistency 
of the survey as a whole.  
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Table 1  
 
Reliability Analyses 

Variables No. of 
items Α 

Transformational 
Leadership 

Sub-dimensions 

Idealized Influence 12 0.928 
Inspirational Motivation 6 0.878 
Intellectual Stimulation 6 0.476 
Individualized 
Consideration 6 0.861 

Transformational Leadership 30 0.934 
Organizational Learning 18 0.866 
Organizational Innovation 22 0.835 

Overall 70 0.950 
 

All statistical analyses were performed using the Statistical Package for the Social 
Sciences, v. 19. Specifically, factor analysis was conducted to determine the number of 
dimensions and latent constructs inherent to the model. In addition, a sample t-test was 
calculated to determine which items should be included as manifest variables. For all statistical 
analyses, the significance level is set to be p < 0.05. 

To achieve a suitable solution to this problem, the items measuring employee satisfaction 
were assumed to be reducible to a lesser number of factors. To do so, a nonlinear principal 
component analysis (NLPCA) as well as a confirmatory factor analysis, was conducted (Al-
Nasser, Al-Rawwash, & Alakhras, 2011; Ferrari & Manzi, 2010; Manisera, Van der Kooij, & 
Dusseldorp, 2010). 

In addition, the reliability estimates for the first (α = 0.83) and second (α = 0.74) 
dimensions were adequate (see Table 2). 

Table 2 
 
Two-dimensional Solution with Ordinal Measurement 

Dimension α 
Variance Explained 

Total 
(Eigenvalue) % of Variance 

1 .831 2.243 74.771 

2 .740 0.463 15.429 

Total .946a 2.706 90.201 
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Figure 2 illustrates the points for each of the three objects (i.e., transformational 
leadership, organizational learning, and organizational innovation) using a two-dimensional 
ordinal solution from the NLPCA. According to these results, organizational learning has the 
most pronounced effect on organizational innovation. 

 

Figure 2. Component loadings of the three factors. 

 

Tables 3 and 4 summarize the descriptive statistics and the correlations among the latent 
and exogenous variables of interest in this study.  

Table 3 
 
Descriptive Statistics and Correlations Among Latent Variables 

Variables Mean Standard 
Deviation 

Correlations 
Transformational 

Leadership 
Organizational 

Learning 
Organizational 

Innovation 
Transformational 

Leadership 3.56 .69 1 .66** .57** 

Organizational 
Learning 3.47 .65  1 .73** 

Organizational 
Innovation 3.37 .55   1 

** Correlation is significant at the 0.01 level (2-tailed). 
 
 

aTotal Cronbach’s Alpha is based on total Eigenvalue. 
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Table 4 
 
Descriptive Statistics and Correlations Among Exogenous Variables 

Variables Mean Standard 
Deviation 

Correlations 

Idealized 
Influence 

Inspirational 
Motivation 

Intellectual 
Stimulation 

Individualized 
Consideration 

Idealized 
Influence 3.57 .72 1 .82** .63** .83** 

Inspirational 
Motivation 3.62 .75  1 .54** .79** 

Intellectual 
Stimulation 3.52 .95   1 .63** 

Individualized 
Consideration 3.54 .74    1 

** Correlation is significant at the 0.01 level (2-tailed). 

Although Tables 3 and 4 provided correlation estimates for each of the variable pairings, 
it was nonetheless necessary to determine the causal effects between the variables. Therefore, 
AMOS was used to estimate the multi-group structural equation models to compare 
organizations in the public and private sectors. Table 5 summarizes the standardized regression 
coefficients that resulted from this analysis. The results indicated that in the public sector, 
transformational leadership significantly and positively affects organizational learning through 
inspirational motivation (β = 0.398, p < .001) and intellectual stimulation (β = 0.303, p < .05).  

In the private sector, the relationship between transformational leadership and 
organizational learning is driven by idealized influence (β = 0.673, p < .001) and inspirational 
motivation (β = 0.241, p < .05). The results for organizations in the public sector showed that 
transformational leadership has a significant, positive effect on organizational innovation 
through inspirational motivation (β = 0.247, p < .05), individualized consideration (β = 0.196, p 
< .05), and intellectual stimulation (β = 0.357, p < .01). Idealized influence (β = 0.627, p < .01) 
only significantly affected organizational innovation in private sector organizations. Moreover, a 
significant, positive relationship emerged between organizational learning and organizational 
innovation in both sectors, but the effect was more pronounced in the private sector (β = 0.717, p 
< .001) relative to the public sector (β = 0.611, p < .001). 
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Table 5 

Path Model Estimation 

 

Endogenous 
Variable 

 
 
 
 

Exogenous 
Variable 

Public Private 

Standardized 
Estimate S.E. T p Standardized 

Estimate S.E. t p 

LEARN 
 Idealized 

Influence .215 .143 1.463 .146 .673 .134 4.862 .000 

LEARN 
 Inspirational 

Motivation .398 .116 3.293 .001 .241 .115 1.997 .048 

LEARN 
 Individualized 

Consideration .074 .086 .859 .392 .065 .049 1.218 .226 

LEARN 
 Intellectual 

Stimulation .303 .127 2.351 .020 .017 .122 .133 .894 

INNO 
 Idealized 

Influence .196 .134 1.349 .180 .627 .158 3.805 .000 

INNO 
 Inspirational 

Motivation .247 .108 2.062 .041 .233 .136 1.626 .107 

INNO 
 Individualized 

Consideration .196 .081 2.296 .023 -.036 .058 -.566 .573 

INNO  Intellectual 
Stimulation .352 .119 2.753 .007 .165 .144 1.103 .273 

INNO  LEARN .611 .030 8.823 .000 .717 .064 10.937 .000 

Note: P-values for significant paths are in bold-face type. 

To evaluate the degree to which the proposed model fit the data, the normed fit index 
(NFI) and the comparative fit index (CFI) were referenced (Bentler & Bonett, 1980). Both 
indices provided significant values for the proposed model. The NFI value was higher than 0.93 
and the CFI value was higher than 0.97. Taken together, these fit indices indicate that the model 
provides a good fit to the data related to the relationships between transformational leadership, 
organizational learning, and organizational innovation. 

 To determine if any differences exist between organizations in the public and private 
sectors with regard to the relationships among these variables, a series of independent t-tests 
were performed. Table 6 summarizes the results of these t-tests. They show that differences exist 
between the private and public sectors with respect to employee perceptions of transformational 
leadership (idealized influence [t = 2.62, p < .01], inspirational motivation [t = 3.10, p < .01], and 
intellectual stimulation [t = 2.37, p < .05]), as well as organizational learning (t = 3.36, p < 
0.001). However, the results revealed no statistical differences between the public and private 
sectors in terms of organizational innovation. 
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Table 6  

Independent T-tests 

Variables Sectors N μ 
Standard 

deviation 
t p-

value 

Transformational 

 Leadership 

Sub-dimensions 

Idealized Influence 
Public 133 3.68 .77 

2.63 0.009 
Private 115 3.44 .65 

Inspirational Motivation 
Public 133 3.75 .74 

3.10 0.002 
Private 115 3.46 .74 

Individualized Consideration 
Public 133 3.57 .83 

0.77 0.440 
Private 115 3.47 1.08 

Intellectual Stimulation 
Public 133 3.64 .74 

2.37 0.019 
Private 115 3.42 .73 

Organizational Learning 
Public 133 3.60 .66 

3.36 .001 
Private 115 3.33 .62 

Organizational Innovation 
Public 133 3.42 .51 

1.59 .112 
Private 115 3.31 .58 

Discussion 

Past researchers have argued that transformational leaders increase employee motivation, 
morale, and performance through four behavioral components: idealized influence, inspirational 
motivation, intellectual stimulation, and individual consideration). In turn, these outcomes can 
lead to organizational innovation and long-term survival (Damirch, Rahimi, & Sayyedi, 2011; 
Gumusluoglu & Ilsev, 2009b; Jung, Chow & Wu, 2003). In this study, the relationship between 
transformational leadership and organizational innovation were examined for the first time in the 
cultural context of Dubai.  

The results were largely consistent with those produced by past researchers who indicated 
the importance of transformational leadership for addressing followers’ needs and promoting 
intra-organizational innovation. Transformational leaders have also been long-thought to 
increase organizational innovation by designing realistic, yet challenging goals, and giving their 
followers the confidence to achieve these goals. Moreover, transformational leaders encourage 
their followers to use their personal and organizational abilities to increase the innovation.  
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The study also explored whether organizational learning mediates the relationship 
between transformational leadership and organizational innovation. However, the results were 
inconsistent with those produced by researchers who focused on organizational innovation in 
Western nations. For example, Garcia-Morales, Matias-Reche, and Hurtado-Torres (2008) found 
that transformational leadership significantly affects organizational learning and innovation. This 
suggests that transformational leaders contribute to the development of mechanisms for 
organizational learning. In addition, past researchers found that followers’ absorptive capacities 
were central in the development of organizational skills related to the management of tacit 
knowledge. In essence, past research has suggested that transformational leadership affects the 
absorptive capacity of an organization’s employees; however, this finding was not borne out 
from the analyses.  

A positive relationship was found between organizational learning and organizational 
innovation in the public sector. This result suggests that relative to organizations in the private 
sector, organizations within the public sector in Dubai have experienced greater success in using 
transformational leadership to incite organizational innovation. This finding is consistent with 
the Dubai government’s policy based on a model produced by the European Foundation for 
Quality Management (EFQM) and related to the adoption of criteria demanding excellence from 
all organizations through a focus on employees, customers, and society as a whole. By using the 
EFQM model, the Dubai government has begun to develop a plan for governmental emphasis on 
innovation and learning. The results of this study also demonstrated that within Dubai, 
organizational learning has a substantial effect on organizational innovation in both the private 
and public sectors.  

 

Research Implications 

Understanding the nature of the relationships between transformational leadership and 
organizational innovation in Dubai has both practical and theoretical significance. Since the 
establishment of Dubai in the early 1970s, the country has progressed steadily from a semi- 
nomadic nation to global business hub. Effective management under such dynamic conditions 
requires reconsideration of old approaches to organizational operations and activities. Although 
traditional and autocratic managers have been tolerated in the past, the realities of the changing 
business environment dictate that a new form of leadership is needed to motivate employees and 
cultivate their skills to cope with mounting organizational challenges. 

Further, contemporary workers are largely motivated to utilize the skills they have 
acquired. They enjoy work-related challenges and relish the opportunity to perform work that has 
a tangible impact on their organizations and society at large. Traditional or autocratic leadership 
is insufficient for leveraging their skills and improving their capacity to cope with ever-changing 
market conditions. Individuals who are not intimidated by competent subordinates, value 
employees’ aspirations, and accommodate their needs have the potential to be much more 
effective in a dynamic business environment. This observation makes the need for 
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transformational leadership a pressing organizational task for firms in both the public and private 
domains.  

 The findings of this study have several practical implications. One obvious implication 
relates to employee selection. The study results suggest that employees desire to work with 
transformational leaders who have the ability to inspire them to achieve new levels of 
performance, help them to discover their vocational purpose, address their needs, and listen to 
them carefully. Specifically, the results are consistent with those produced by Horne and Jones 
(2001) who showed that the majority of those employees they surveyed expressed a desire to 
work for forward-thinking inspirational leaders who can motivate followers.  

In addition, the results of this study suggest that managers should empower employees to 
promote organizational innovation. Through intellectual stimulation and inspiration, managers 
enhance employees’ resources and creativity, thereby giving them confidence to try new 
approaches to solving problems. Because of the increased confidence in attempting novel 
approaches to problem-solving, employees may contribute to overall organizational innovation 
(Tims, Bakker, & Xanthopoulou, 2011). Taken together, these findings suggest that behaviors 
that characterize transformational leadership should be taught in Dubai to improve the innovative 
capacity of the country’s organizations, and therefore the country as a whole. Barling, Kelloway, 
and Cheung (1996) conducted some empirical research related to this. The authors studied two 
groups of leaders with different training programs. Whereas the first group had transformational 
leadership training, the second group had no training. They found that employees perceived 
managers trained in transformational leadership as more intellectually stimulating, charismatic, 
and attuned to employee needs than managers who received no training. This finding supports 
the notion that training programs related to transformational leadership, as well as the careful 
selection of managers who utilize this type of leadership, may serve to promote organizational 
innovation in the UAE.  

 

Limitations and Future Research 

Despite its theoretical and practical contributions, this study does have a number of 
limitations. First, the study focused exclusively on Dubai and neglected to include data from 
other emirates into the analysis. This limitation leaves a need to replicate the analysis in other 
regions within the UAE. As such, future researchers should collect data from different emirates 
within the UAE, as well as other countries in the Middle East and around the world. This broader 
scope can provide a more comprehensive understanding of organizational difficulties and 
leadership styles.  Second, most of the literature related to transformational leadership and 
organizational innovation has focused on Western countries. As such, the insights produced by 
these studies may not be applicable to the UAE.  Due to the cultural and contextual differences 
between Arab countries and Western countries, this limitation may lead to differences in the 
results and analysis. 
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Future research in this domain should explore the effects of individual characteristics on 
organizational innovation. In addition, scholars could benefit from examining how employee 
diversity and conflict affect organizational innovation. Finally, researchers should examine the 
mediated relationship between transformational leadership and organizational innovation by 
incorporating other possible mediating variables, including employee creativity and 
organizational culture.  

 

References 

Al Marashi, H., & Bhinder, J. (2008). From the tallest to the greenest-paradigm shift in 
Dubai. Proceedings of the CTBUH 8th World Congress (pp. 1-8). Dubai, UAE: Tall and Green: 
Typology for a Sustainable Urban Future. 

Al-Banawi, S. (2012). The unknown leader: Discover the leader in you. New York: 
Kogan Page.  

Al-Nasser, A. D., Al-Rawwash, M. Y., & Alakhras, A. S. (2011). An approach to setting 
up a national customer satisfaction index: the Jordan case study. Journal of Applied Statistics, 
38(9), 1977-1993. 

Avolio, B., Zhu, W., Koh, W., & Bhatia, P. (2004). Transformational leadership and 
organizational commitment: Mediationg role of psychological empowerment and moderationg 
role of structural distance. Journal of Organizational Behavior, 25(8), 951-968. 

Barling, J., Kelloway, E., & Cheung, D. (1996). Time management and achievement 
striving interact to predict car sales performance. Journal of Applied Psychology, 81(6), 821-826. 

Bentler, P. M., & Bonett, D. G. (1980). Significance tests and goodness of fit in the 
analysis of covariance structures. Psychological Bulletin, 88(3), 588-606.  

Bhat, A., Rangnekar, S., & Barua, M. (2013). Impact of transformational leadership style 
on organizational learning. Elite Research Journal of Education and Review, 1(4), 24-31.  

Birasnav, M., Rangnekar, S., & Dalpati, A. (2010). Transformational leadership and 
human capital benefits: The role of knowledge management. Leadership & Organization 
Development Journal, 32(2), 106-126. 

Bommer, W., Rubin, R., & Baldwin, T. (2004). Setting the stage for effective leadership: 
Antecedents of transformational leadership behavior. The Leadership Quarterly, 15(2), 195-210. 

Borins, S. (2002). Leadership and innovation in the public sector. Leadership & 
Organization Development Journal, 23(8), 467-476. 

Boseman, G. (2008). Effective leadership in a changing world. Journal of Financial 
Service Professionals, 62(3), 36-38. 



The Journal of Applied Management and Entrepreneurship, 2014, Vol. 19, No. 4 77 
 
 

The Journal of Applied Management and Entrepreneurship, 2014, Vol. 19, No. 4 

Bryant, S. (2003). The role of transformational and transactional leadership in creating, 
sharing and exploiting organizational knowledge. Journal of Leadership and Organizational 
Studies, 9(4), 32-44. 

Burns, J. (1978). Leadership. New York: Harper & Row. 

Dale, B., van der Wiele, T., & Iwaarden, J. (2013). Managing quality. New York: Wiley.  

Damirch, Q., Rahimi, G., & Sayyedi, M. (2011). Transformational leadership style and 
unnovative behavior on innovative climate at SMES in Iran. Kuwait Chapter of Arabian Journal 
of Business and Management Review, 1(4), 119-127. 

de Weerd-Nederhof, P., Pacitti, B., de Silva Gomes, J., & Pearson, A. (2002). Tools for 
the improvement of organizational learning processes in innovation. Journal of Workplace 
Learning, 14(7/8), 320-331. 

Eisenbeiss, S., Knippenberg, D., & Boerner, S. (2008). Transformational leadership and 
team innovation: Integrating team climate principles. Journal of Applied Psychology, 93(6), 
1438-1446. 

Elenkov, D., & Manev, I. (2005). Top management and influence on innovation: The role 
of socio-cultural context. Journal of Management, 31(3), 381-402. 

Emirates Competitive Council. (2012). UAE: Innovation at work. Dubai, UAE: Emirates 
Competitiveness Council. 

Eveleens, C. (2010). Innovation management: A literature review of innovation process 
models and their implications. Lectoraate Innovatie Publieke Sector, 1-16. Retrieved 25 
December 2013 from http://www.lectoraatinnovatie.nl/publicaties/working-papers/. 

Ferrari, P. A., & Manzi, G. (2010). Nonlinear principal components analysis as a tool for 
the evaluation of customer satisfaction. Qualitative Technology and Quantitative Management, 
7(2), 117-132. 

Garcia-Morales, V., Llorens-Montes, F., & Verdu-Jover, A. (2007). The effects of 
transformational leadership on organizational performance through knowledge and innovation. 
British Journal of Management, 19(4), 299-319. 

Garcia-Morales, V., Matias-Reche, F., & Hurtado-Torres, N. (2008). Influence of 
transformational leadership on organizational innovation and performance depending on the 
level of organizational learning in the pharmaceutical sector. Journal of Organizational Change 
Management, 21(2), 188-212. 

Garmon, M. S. (2004). The relationship between organizational learning, culture, image, 
identity and identification: An empirical study. (Order No. 3157338, Touro University 
International, Alameda, CA). ProQuest Dissertations and Theses, 276-276. Retrieved 25 
December 2013 from http://proquest.umi.com/pqdweb?index=0&did= 
845710451&SrchMode=1&sid=1&Fmt=2&VInst=PROD&VType=PQD&RQT=309&VName=
PQD&TS=1278350887&clientId=29440 



78 The Journal of Applied Management and Entrepreneurship, 2014, Vol. 19, No. 4 
 
 

The Journal of Applied Management and Entrepreneurship, 2014, Vol. 19, No. 4 

Gregory, B., Moates, K., & Gregory, S. (2011). An exploration of perspective taking as 
an antecedent of transformational leadership behavior. Leadership of Organization Development 
Journal, 32(8), 807-816. 

Gumusluoglu, L., & Ilsev, A. (2009a). Transformational leadership and organizational 
innovation: The roles of internal and external support for innovation. Journal of Product 
Innovation Management, 26(3), 264-277. 

Gumusluoglu, L., & Ilsev, A. (2009b). Transformational leadership, creativity, and 
organizational innovation. Journal of Business Research, 62(4), 461-473. 

Hartley, J. (2005). Innovation in governance and public services: Past and present. Public 
Money and Management, 25(1), 27-34. 

Hassan, D., & Faezeh, R. (2011). The impact of authentic leadership on job satisfaction 
and team commitment. Management & Marketing Challenges for the Knowledge Society, 6(3), 
421-436. 

Hirtz, P., Murray, S., & Riordan, C. (2007). The effect of leadership on quality. 
Engineering Management Journal, 19(1), 22-27. 

Ho, L. (2011). Meditation, learning, organizational innovation and performance. 
Industrial Management and Data Systems, 111(1), 113-131. 

Horne, M., & Jones, D. (2001). Leadership: The challenge for all? London: Institute for 
Management. 

Hsiao, H., & Chang, J. (2011). The role of organizational learning in transformational 
leadership and organizational innovation. Asia Pacific Education Review, 12(4), 621-631. 

Humphreys, J., & Einstein, W. (2003). Nothing new under the sun: Transformational 
leadership from historical perspective. Management Decision, 41(1), 85-95. 

Jandaghi, G., Matin, H., & Farjami, A. (2009). Comparing transformational leadership in 
successful and unsuccessful companies. African Journal of Business Management, 3(7), 272-
280. 

Janssen, O., Van der Vliert, E., & West, M. (2004). The bright and dark sides of 
individual and group innovation: A Special Issue introduction. Journal of Organizational 
Behavior, 25(2), 129-145. 

Jaskyte, K. (2004). Transformational leadership, organizational culture and 
innovativeness in nonprofit organizations. Nonprofit Management and Leadership, 15(2), 135-
168. 

Judge, T., & Piccolo, R. (2004). Transformational and transactional leadership: A meta-
analytic test of their relative validity. Journal of Applied Psychology, 89(5), 755-768. 



The Journal of Applied Management and Entrepreneurship, 2014, Vol. 19, No. 4 79 
 
 

The Journal of Applied Management and Entrepreneurship, 2014, Vol. 19, No. 4 

Jung, D., Chow, C., & Wu, A. (2003). The role of transformational leadership in 
enhancing organizational innovation: Hypotheses and somepreliminary findings. Leadership 
Quarterly, 14(4/5), 525-544. 

Jung, D., Wu, A., & Chow, C. (2008). Towards understanding the direct and indirect 
effects of CEO's transformational leadership on firm innovation. The Leadership Quarterly, 
19(5), 582-594. 

Khan, R., Rehman, A., & Fatima, A. (2009). Transformational leadership and 
organizational innovation: Moderated by organizational size. Journal of Business and 
Management, 3(11), 678-684. 

Ladkin, D. (2006). The enchantment of charismatic leader. Leadership, 2(2), 165-179. 

Lam, A. (2011). Innovative organizations: Structure, learning and adaptation. DIME 
Final Conference (pp. 162-177). Maastricht: UNU-MERIT & School of Economics and 
Business, Maastricht University, NL. 

Laohavichien, T., Fredendall, L., & Catrell, R. (2009). The effects of transformational 
and transactional leadership on quality imporvement. The Quality Management Journal, 16(2), 
7-24. 

Manisera, M., Van der Kooij, A., & Dusseldorp, E. (2010). Identifying the component 
structure of satisfaction scales by nonlinear principal components analysis. Qualitative 
Technology and Quantitative Management, 7(2), 97-115. 

Marki, M., & Scandura, T. (2010). Exploring the effects of creative CEO leadership on 
innovation in high-technology firms. The Leadership Quarterly, 21(1), 75-88. 

Moore, M., & Hartley, J. (2008). Innovation in governance. Public Management Review, 
10(1), 3-20. 

Mozhdeh, M., Wan, K., & Amin, V. (2011). The impact of transformational leadership 
on organizational innovation moderated by organizational culture. Australian Journal of Basic 
and Applied Sciences, 5(6), 504-508. 

Nicholson II, W. (2007). Leading where it counts: An investigation of leadership styles 
and behaviours that define college and university presidents as successful fundraisers. 
International Journal of Educational Advancement, 7(4), 256-270. 

Pasche, M., & Magnusson, M. (2011). Continuous innovation and improvement of 
product platforms. International Journal of Technology Management, 56(2), 256-271. 

Patterson, M., Warr, P., & West, M. (2004). Organizational climate and company 
performance: The role of employee affect and employee level. Journal of Occupational and 
Organizational Psychology, 77(2), 193-216. 

Perry, M. (2011). Business driven project portfolio management: Conquering the top 10 
risks that threaten success. New York: J. Ross.  



80 The Journal of Applied Management and Entrepreneurship, 2014, Vol. 19, No. 4 
 
 

The Journal of Applied Management and Entrepreneurship, 2014, Vol. 19, No. 4 

Sabir, M., Sohail, A., & Asif Khan, M. (2011). Impact of leadership style on organization 
commitment: In mediating role of employee value. Journal of Economics and Behavioral 
Studies, 3(2), 145-152. 

Sadik, A., & Elbadawi, I. (2012). The global economic crisis and consequences for 
development strategy in Dubai. New York: Palgrave Macmillan. 

Sarros, J., Cooper, B., & Santora, J. (2008). Building a climate for innovation through 
transformational leadership and organizational culture. Journal of Leadership & Organizational 
Studies, 15(2), 145-158. 

Sarros, J., Cooper, B., & Santora, J. (2011). Leadership vision, organizational culture and 
support for innovation in not-for-profit and for-profit organizations. Leadership & Organization 
Development Journal, 32(3), 291-309. 

Schepers, J., Wetzels, M., & Ruyter, K. (2006). Leadership styles in technology 
acceptance: Do followers practice what leaders preach. Managing Service Quality, 15(6), 496-
508. 

Schumpeter, J. (1934). The theory of economic development: An inquiry into profits. 
capital, credit, interest, and the business cycle. Cambridge, MA: Harvard University Press. 

Schwab, K. (2012). The global competitiveness report. Geneva, Switzerland: World 
Economic Forum. 

Scott, S. G., & Bruce, R. A. (1994). Determinants of innovative behavior: A path model 
of individual innovation in the workplace. Academy of Management Journal, 37(3), 580-607. 

Shin, S., & Zhou, J. (2003). Transformational leadership, conservation, and creativity: 
Evidence from Korea. Academy of Management Journal, 46(6), 703-714. 

Singh, N., & Krishnan, V. R. (2007). Transformational leadership in India: Developing 
and validating a new scale using grounded theory approach. International Journal of Cross 
Cultural Management, 7(2), 219-236. 

Sivanathan, N., & Fekken, G. (2002). Emotional intelligence, moral reasoning and 
transformational leadership. Leadership and Organization Development Journal, 23(3/4), 198-
204.  

Tims, M., Bakker, A., & Xanthopoulou, D. (2011). Do transformational leaders enhance 
their followers’ daily work engagement? The Leadership Quarterly, 22(1), 121-131. 

Voon, M., Lo, M., Ngui, K., & Ayob, N. (2011). The influence of leadership styles on 
employee job satisfaction in public sector organizations in Malaysia. International Journal of 
Business, Management and Social Sciences, 2(1), 24-32. 

Weber, M. (1947). The theory of social and economic organization. T. Parsons (Ed.).  (A. 
Henderson & T. Parsons, Trans.).  New York: Free Press.   



The Journal of Applied Management and Entrepreneurship, 2014, Vol. 19, No. 4 81 
 
 

The Journal of Applied Management and Entrepreneurship, 2014, Vol. 19, No. 4 

Zahay, D., & Handfield, R. (2004). The role of learning and technical capabilities in 
predicting adoption of B2B technologies. Industrial Marketing Management, 33(7), 627-641. 

 

About the Authors 

Eman Ahmed Alsalami is a DBA Candidate in Business Administration at Abu Dhabi 
University, United Arab Emirates. She earned an EMBA from Sharjah University, United Arab 
Emirates, in 2010. She participated in the Sharjah government leadership program in 2009. 
Alsalami’s research interests focus on leadership, creativity and innovation. 

Dr. Mohamed Behery is an Associate Professor of Management and Human Resources at 
Abu Dhabi University, United Arab Emirates. He earned his PhD in management from 
University of Glasgow in 2005. Dr. Behery has published in numerous international journals 
such as Cross Cultural Management: An International Journal; International Journal of 
Commerce and Management; European Business Review, Competitiveness Review Journal and 
International Journal of Productivity and Performance Management.  

Dr. Salam Abdallah is an IS&T academic and practitioner. Dr. Abdallah holds a PhD in 
Information Systems from Curtin University (Australia). He has over 15 years of experience 
working as an IT consultant before joining the United Nations Relief and Works Agency for 
Palestine refugees overseeing ICT facilities and curriculum development at schools and 
vocational training centers in UNRWA’s entire field of operations.  Dr. Abdallah is also an 
active researcher in the field of Information Systems and has published articles in local and 
international conferences and journals. Currently he is an Associate Professor of Management 
Information Systems at Abu Dhabi University (UAE). 



Reproduced with permission of the copyright owner. Further reproduction prohibited without
permission.




